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FREEDOM OF INFORMATION ACT 
Release No. 28/September 12, 1975 


In the Matter of the request of 
DAVID B. GOLD, Esquire 


for access to investigatory files relating 
to the matter of Occidental Petroleum 
Corporation 


PARTIAL GRANTING AND PARTIAL DENIAL OF 
REQUEST 


On July 29, 1975, the Commission received the appeal 
of David B. Gold, Esquire, from the denial by the Com- 
mission’s Public Information Officer of a portion of his 
request, made pursuant to the Freedom of Information 
Act, 5 U.S.C. 552, for all materials compiled by the 
Commission in connection with an investigation in the 
matter of Occidental Petroleum Corporation. As a re- 
sult of its investigation, the Commission filed an en- 
forcement action against Occidental and others. See, 
Securities and Exchange Commission v. Occidental 
Petroleum Corp., et al., 71 Civil Action No. 982, 
S.D.N.Y., March 5, 1971. 


Pursuant to his request Mr. Gold was granted access to 
most of the investigatory records, including all investi- 
gatory transcripts. Access to 48 documents that were 
prepared by Commission staff members in connection 
with the subject investigation was withheld pursuant 
to 5 U.S.C. 552(b)(5) and 552(b)(7)(D). The Commis- 
-sion has reviewed the determination of the Public In- 
formation Officer denying access to these records and 
reverses it in part and affirms it in part, as follows: 


1) Access will be granted to eighteen documents con- 
sisting of handwritten memoranda or notes of inter- 
views or telephone conversations between members 
of the staff and persons involved in the investigation. 
Since these notes and memoranda reflect only factual 
material and do not reflect the deliberative process of 
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the staff or the Commission or otherwise appear to 
come within any of the other exemptions under the 
FOIA, they will be disclosed. 


2) Access also will be granted to fourteen other doc- 
uments, consisting of staff notes restating factual ma- 
terial. In view of the nature of this material the Com- 
mission has concluded disclosure would not impede 
or interfere with the internal agency deliberative 
process. 


3) In addition, a segregable portion of a document, 
which is a memorandum of an interview with a confi- 
dential source is being released, except that portions 

of the memorandum which identify or would identify 
the source will be deleted pursuant to 5 U.S.C. 552(b) 
(7)(D). That Section exempts from compelled dis- 
closure “investigatory records compiled for law enforce- 
ment purposes, ... to the extent that production...would 
..- (D) disclose the identity of a confidential source....”’ 


4) Access will not be granted to eleven documents 
consisting of staff work product, including, for example, 
notes made in preparation for interviews, analyses of 
some accounting data, a draft letter, and analyses of 
testimony taken during the investigation. All of these 
documents reflect staff evaluation and opinion, and 
thus are exempt from disclosure as intra-agency mem- 
oranda. 5 U.S.C. 552(b)(5). Moreover, one of these 
documents contains a paragraph which would disclose 
the identity of a confidential source. Accordingly, that 
portion of that document is also exempt under 5 U.S.C. 
552(b)(7)(D). 


5) Access is also denied to four other documents. Two 
of these documents comprise notes of staff conferences 
during which investigative and enforcement strategy 
were discussed. These intra-agency memoranda reflect 
the decision-making process and accordingly are exempt. 
5 U.S.C. 552(b)(5). The other two documents are staff 
memoranda to the Commission containing recommen- 
dations regarding possible enforcement action. While 
both of these memoranda contain factual material 
which, if not inextricably intertwined with the opin- 
ions and recommendations expressed, would ordinarily 
have to be disclosed, Environmental Protection Agency 
v. Mink, 410 U.S. 73 (1973), such severable factual por- 
tions need not be disclosed in this case since all of the 
evidentiary material upon which these memoranda 
were based have been disclosed already. Under such cir- 
cumstances, disclosure of the factual portions of these 
memoranda would serve only to reveal the staff's ‘‘eval- 
uation of the relative significance of the facts recited” 
in the memoranda. As the court held in Montrose 
Chemical Corp. v. Train, 491 F.2d 63, 68 (C.A. D.C., 
1974), “[t]o probe the summaries of record evidence 
would be the same as probing the decision-making 
process itself.”’ 


Mr. Gold has urged the Commission to grant him access 
to the staff analyses of the evidence in the case in order 
to aid the private plaintiffs whom he represents in an 
action against Occidental Petroleum. The pending action 
is similar to that filed by the Commission against the 
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company. Mr. Gold bases his request in part on Rule 
0-4 under the Securities Exchange Act, 17 CFR 240.0-4, 
which permits disclosure of confidential information if 
the Commission finds its production “not ... contrary 
to the public interest.” In this regard, Mr. Gold stresses 
the importance of assistance to the private parties en- 
gaged in complex iitigation; he urges the efficiency of 
giving the private parties the benefit of the staff's ex- 
pert analysis of the factual material. In his view, dis- 
closure of those documents would not adversely affect 
the Commission since the Commission’s enforcement 
action has already been successfully concluded. 


The Commission agrees with the principle asserted by 
Mr. Gold, and he has been given access to voluminous 
material which should aid him in his litigation. Al- 
though access to the withheld documents might be 
useful to Mr. Gold, the Commission believes that it is 
important also to preserve the integrity of its deliber- 
ative processes and those of its staff. Accordingly, the 
Commission is withholding only those materials it 
deems essential to maintain the effectiveness of its 
internal deliberations or to protect confidential sources 
of information. In withholding these documents the 
Commission believes it is striking a proper balance. 


Accordingly, 1T IS ORDERED that the request of 
David B. Gold for access to certain investigatory 
records prepared by the Commission’s staff be and 
it hereby is, granted in part and denied in part. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





qh 
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SECURITIES ACT OF 1933 
Release No. 5614/September 16, 1975 


TEMPORARY SUSPENSION OF THE REGULATION A 
EXEMPTION OF SAN JUAN DIARY, INC. 


The Securities and Exchange Commission has issued 
an order temporarily suspending the Regulation A 
exemption from registration under the Securities 

Act of 1933 with respect to a public offering of se- 
curities of San Juan Diary, Inc., 1124 Ashford Avenue, 
San Juan, Puerto Rico 00907. Colonial Securities, Inc. 
of New York, New York was named as underwriter for 
the offering but subsequently withdrew on July 10, 
1974. 
























rsuant to a notification filed May 28, 1974, San 

an Diary, Inc. proposed to offer 98,000 shares of its 
$.10 par value common stock at $5.00 per share with 
an aggregate offering price of $490,000. According to 
the order, the Commission has reason to believe that: 
(1) the notification and offering circular contain un- 
true statements of material facts necessary to make the 
statements made, in the light of the circumstances 
under which they were made, not misleading, particu- 
larly with respect to, among other things: the failure 
to identify in the notification and offering circular 
Bernard Zipern as a controlling person in the issuer; 
the failure to disclose in the offering circular the fi- 
nancial condition of the issuer, its actual assets and 
liabilities and that the financial statements were not 
prepared in accordance with generally accepted ac- 
counting principles; the failure to disclose in the offer- 
ing circular the number, amount and interest rates of 
outstanding loans made to the issuer; the failure to 
accurately disclose in the offering circular the compen- 
sation, fees, remuneration and reimbursed expenses 
actually paid to insiders; the failure to accurately dis- 
close in the offering circular the underwriting arrange- 
ments made by the issuer; and the failure to disclose 
in the offering circular the extent to which the securi- 
ties proposed to be offered by the issuer would be di- 
luted because of the issuer’s insolvency; (b) the terms 
and conditions of Regulation A have not bee met, 
particularly with respect to the failure to identify in 
the notification and offering circular Bernard Zipern 
r é a controlling person in the issuer; the failure to dis- 
\, close in the offering circular the financial condition of 
the issuer, its actual assets and liabilities and that the 
financial statements were not prepared in accordance 
with generally accepted accounting principles; the failure 
to disclose in the offering circular the number, amount 
and interest rates of outstanding loans made to the is- 
suer; the failure to accurately disclose in the offering 
circular the compensation, fees, remuneration and re- 
imbursed expenses actually paid to insiders; the failure 
to accurately disclose in the offering circular the 
underwriting arrangements made by the issuer; and 
the failure to disclose in the offering circular the ex- 
tent to which the securities proposed to be offered by 
the issuer would be diluted because of the issuer’s in- 
solvency; and (c) the offering, if allowed to commence, 
would operate as a fraud and deceit upon purchasers in 
violation of Section 17(a) of the Securities Act of 
1933, as amended. 





SECURITIES ACT OF 1933 
Release No. 5615/September 16, 1975 


TEMPORARY SUSPENSION OF THE REGULATION A 
EXEMPTION OF AMERICAN SOLAR ENERGY COR- 
, PORATION 





The Securities and Exchange Commission has issued an 
order temporarily suspending the Regulation A exemp- 


tion from registration under the Securities Act of 
1933 with respect to a proposed offering of securi- 
ties of American Solar Energy Corporation (“Solar’’), 
2960 Westwood Street, Unit No. 20, Las Vegas, Ne- 
vada 89102. 


Pursuant to a Notification filed May 16, 1974, and 
later amended, Solar proposed to offer 22,500 shares 
of $1.00 par value common stock at $2.00 per share, 
and 2,500 shares of $20.00 par value 8% preferred 
stock at $20.00 per share, for an aggregate offering 
price of $91,050. 


According to the Order, the Commission has reason 

to believe that: (a) the Notification and Offering 
Circular of Solar contain untrue statements of material 
facts and omit to state material facts necessary in order 
to make the statements made, in light of the circum- 
stances under which they are made, not misleading, 
Particularly with respect to the failure to disclose that 
on June 12, 1975, Solar filed a voluntary petition in 
bankruptcy with the United States District Court for 
the District of Nevada; the failure to disclose its actual 
financial condition in its financial statements; the fail- 
ure to disclose that Alexander R. Tarsey is an affiliate 
of Solar in that he is a controlling person owning over 
10% of each class of stock outstanding; and the failure 
to disclose that the number of common and preferred 
shares offered under the Notification, when added to 
those amounts already outstanding, would exceed the 
amounts which the Issuer is authorized to issue pursu- 
ant to its Articles of Incorporation; (b) the issuer failed 
to cooperate with the Commission in that Solar and 

its principle officer, Alexander R. Tarsey, have resisted 
numerous attempts by the Commission and its staff to 
assist Solar in complying with the requirements of Re- 
gulation A in that, inter alia, Solar has failed or refused 
to reply to a January 31, 1975 comment letter and four 
telephone requests from the Commission’s staff with 
respect to the amending of the Notification and Offer- 
ing Circular or to its withdrawal; and (c) the offering, 
if permitted to occur, would be made in violation of 
Section 17 of the Securities Act of 1933, as amended. 





SECURITIES ACT OF 1933 
Release No. 5616/September 16, 1975 


TEMPORARY SUSPENSION OF THE REGULATION B 
EXEMPTION OF MINERAL EXPLORATION COM- 
PANY 


The Securities and Exchange Commission has issued an 
order temporarily suspending the Regulation B exemp- 
tion from registration under the Securities Act of 1933 
with regard to the public offering of fractional undivided 
interests in oil and gas leases in the following Mineral Ex- 
ploration Company (Mineral) offerings: 
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Mineral Exploration Company--Lester Lee No. 1 (File 
No. 20-1924A5); Mineral Exploration Company-Her- 
ring No. 1 (File No. 20-1924A6); Mineral Exploration 
Company--Hoelscher-Serratt No. 1 (File No. 20-1924A7); 
Mineral Exploration Company--Gage No. 1 (File No. 20- 
1924A8); Mineral Exploration Company--Woods No. 1 
(File No. 20-1924A9); Mineral Exploration Company-- 
Stubblefield No. 1 (File No. 20-1924A10); Mineral Ex- 
ploration Company--Lester Lee No. 2 (File No. 20-1924- 
A11); Mineral Exploration Company--Brierton Lease, 

Well No. 1 (File No. 20-1924A12); Mineral Exploration 
Company--Gage Lease, Well No. 2 (File No. 20-1924A13); 
Mineral Exploration Company--Gill No. 1 (File No. 20- 
1924A14); Mineral Exploration Company--Gage Lease, 
Well No. 3 (File No. 20-1924A15); Mineral Exploration 
Company--Griggs No. 1 (File No. 20-1924A16). 


The Commission has reason to believe that the exemp- 
tion from registration afforded by Regulation B is un- 
available because Mineral has not complied with the 
terms and conditions of Regulation B in that (1) Ransom 
Horne, Jr., president of Mineral Exploration Company, 
was permanently enjoined on November 12, 1974, by 
the Supreme Court of the State of New York, in and for 
the County of New York, from offering or selling securi- 
ties in violation of Article 23-A of the General Business 
Law of the State of New York; and (2) Mineral failed 

to disclose in its offering sheets that on November 12, 
1974 Ransom Horne, Jr. had been permanently enjoin- 
ed by the Supreme Court of the State of New York, in 
and for the County of New York, from offering or sell- 
ing securities in violation of Article 23-A of the General 
Business Law of the State of New York. 





SECURITIES ACT OF 1933 
Release No. 5617/September 18, 1975 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 11662/September 18, 1975 


Admin. Proc. File No. 3-4580 
In the Matter of 


STANLEY T. TRASKA 
2018 East Charlestown Blvd. 
Las Vegas, Nevada 


ORDER ACCEPTING RESIGNATION FROM PRAC- 
TICE BEFORE THE COMMISSION 


On June 20, 1974, in an action brought by the Commis- 
sion, the United States District Court for the Southern 
District of California entered an order permanently en- 
joining Stanley T. Traska, an attorney, from violating 
the registration provisions of Sections 5(a) and 5(c) of 
the Securities Act and the antifraud provisions of Sec- 
tion 17(a) of the Securities Act and Section 10(b) of 
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the Securities Exchange Act and Rule 10b-5 thereunder. 
The order of permanent injunction was issued with Tras- 
ka’s consent and without his admitting or denying the 
allegations of the Commission’s complaint. 1/ 


On the basis of that injunction, the Commission issued 
an order pursuant to Rule 2(e)(3) of the Rules of Prac- 
tice temporarily suspending Traska from appearing and 
practicing before it. Subsequently, for the purpose of 
settling this proceeding, respondent agreed to resign from 
practice before the Commission. He has stated taht he has 
no present intention of seeking reinstatement in the fu- 
ture. The Commission has determined to accept that re- 
signation. 2/ 


Accordingly, 1T IS ORDERED that the resignation of 
Stanley T. Traska from practice before the Commis- 
sion be, and it hereby is, accepted; and it is further 


ORDERED that the said Stanley T. Traska shall no long- 
er have the privilege of appearing or practicing before 
this Commission. 


For the Commission by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ SEC v. Patterson Corporation, S.D. Cal., Civil 
Action No. 74-167-S. The Commission alleged in its 
complaint that Traska had rendered opinion letters 
which contained false statements and were rendered 
without an adequate investigation or other basis to 
support the opinions expressed therein. 


2/ In submitting his offer of resignation, respondent 
stated that he understands the term “appearing and 
practicing before the Commission” to include the 
rendering of advice with respect to the federal securities 
laws, including the issuance of any opinion letter with 
respect to securities. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11646/September 12, 1975 


NOTICE OF FILING OF PROPOSED RULE CHANGES 
BY CHICAGO BOARD OPTIONS EXCHANGE, INC. 


(File No. SR-CBOE-1975-1) 

























ES 








6. 


The Chicago Board Options Exchange, Incorporated 
(the “CBOE”) submitted on September 10, 1975, a 
proposed rule change under Rule 19b-4 with respect 
to the CBOE’s commencing trading in options for which 
the underlying security is the common stock of Boise 
Cascade Corp. (“Boise Cascade”’). Boise Cascade op- 
tions traded on CBOE will have expiration months of 
November, February, May and July and will, conse- 
quently, be on the same expiration cycle as Boise 
Cascade options traded on the PBW Stock Exchange, 
Inc. (“PBW”’). 


PBW commenced trading in Boise Cascade options on 
June 27, 1975. Pursuant to a subsequent request made 
to the Commission on July2 ,1975, the Commission, 
in a letter dated July 9, 1975, to the PBW, granted 
PBW’s request for an exception to its option listing 
standards and stated that its action contemplated 
“that a similar exception for this particular security 
would be granted upon an appropriate request of any 
other exchange authorized to trade options.” 


If the proposed rule change of CBOE is approved by 

the Commission pursuant to Section 19(b) of the Se- 
curities Exchange Act of 1934 and CBOE commences 
trading in Boise Cascade options, this would be the 

first occasion, under the prevailing practices of the 
registered national securities exchanges, on which “dual 
trading” in options, i.e., trading on more than one ex- 
change of options on the same underlying security and 
{containing the same terms and conditions, would occur. 


Publication of the submission is expected to be made 
in the Federal Register during the week of September 
22, 1975. Interested persons are invited to submit 
written data, views and arguments concerning the 
CBOE submission within three weeks from the date 
of publication in the Federal Register. Persons desir- 
ing to make written submissions should file six copies 
thereof with the Secretary of the Commission, Securi- 
ties and Exchange Commission, 500 North Capitol 
Street, Washington, D. C. 20549. Reference should 

be made to File No. SR-CBOE-1975-1. 


Copies of the CBOE’s submission and of all written 
comments will be available for inspection at the Se- 
curities and Exchange Commission’s Public Refer- 
ence Room, 1100 L Street, N. W., Washington, D. C. 
Copies of the filing will also be available at the prin- 
cipal office of the CBOE. 


For the Commission by the Division of Market Regu- 


lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11647/September 12, 1975 


NOTICE OF FILING OF PROPOSED RULE CHANGES 
BY INTERMOUNTAIN STOCK EXCHANGE 


(File No. SR-ISE- 75-1) 


The Intermountain Stock Exchange submitted on 

July 21, 1975 a proposed rule change under Rule 19b-4 
to amend Article VI, Rule 10 of the Exchange. The 
amendment changes the hours of trading on the Exchange 
from 9 a.m. to 12 noon, to 11 a.m. to 12 noon. 


Publication of the submission is expected to be made in 
the Federal Register during the week of September 15, 
1975. Interested persons are invited to submit written 
data, views and arguments concerning the submission 
before September 19, 1975. Persons desiring to make 
written submissions should file six copies thereof with 
the Secretary of the Commission, Securities and Ex- 
change Commission, 500 North Capitol Street, Wash- 
ington, D. C. 20549. Reference should be made to File 
No. SR-ISE-75-1. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and Ex- 
change Commission’s Public Reference Room 1100 L 
Street, N. W., Washington, D. C. Copies of the filing 
will also be available at the principal office of the Ex- 
change. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11648/September 12, 1975 


The Securities and Exchange Commission today announced 
pursuant to Section 12(k) of the Securities Exchange Act 
of 1934 (“Exchange Act’) the temporary suspension of 
over-the-counter trading in the securities of Systematic 
Tax, Inc. for an additional ten-day period commencing at 
midnight (EDT) on September 12, 1975 and continuing 
through midnight (EDT) on September 21, 1975. Sys- 
tematic Tax is a Delaware corporation with an address at 
293 Passaic Street, Passaic, New Jersey. 


The Commission originally suspended trading in the se- 
curities of Systematic Tax, Inc. on August 14, 1975 (see 
Securities Exchange Act Release No. 11566) due to ques- 
tions relating to recent market activity in the securities of 
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Systematic Tax, Inc. The suspension of trading is being 
continued for the following reasons. Systematic Tax, 
Inc. was purportedly reorganized in June of 1975. The 
name of the issuer was changed to Physiodata Corpora- 
tion and the amount of common stock issued and out- 
standing was apparently increased from 237,500 shares 
to 4,000,000 shares. The substantial increase in the 
amount of common stock outstanding was attributed 
to the acquisition of certain assets. The publicly avail- 
able information concerning the assets acquired by 
Systematic Tax, Inc. and the circumstances surround- 
ing the acquisition appear to be inadequate. Further, 
questions have arisen with respect to the adequacy and 
accuracy concerning information submitted to the Na- 
tional Quotation Bureau concerning Systematic Tax, 
Inc. 


The Commission cautions that, in any trading of Sys- 
tematic Tax, Inc. common stock after the trading ban 
expires, shareholders and prospective purchasers of the 
stock, as well as broker-dealers, are urged to consider 
carefully the foregoing information, along with all 
other currently available information and any informa- 
tion subsequently issued by the company, in making 
any investment decision with respect to the stock of 
this company. The Commission further cautions that 
broker-dealers, who publish quotations and effect 
transactions in these securities, subsequent to the ex- 
Piration of this trading ban, should, before such ac- 
tions, assure themselves that they are not participating 
in activities in violation of the antifraud and/or anti- 
manipulative provisions of the Securities Act of 1933 
and the Securities Exchange Act of 1934. 


Furthermore, brokers and dealers should be alert to 
the fact that, pursuant to Rule 15c2-11 under the Ex- 
change Act, at the termination of the suspension, no 
quotation may be entered unless and until they have 
strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he 
should not enter any quotation but immediately con- 
tact the staff of the Securities and Exchange Com- 
mission, Division of Enforcement in Washington, 

D. C. If any broker or dealer is uncertain as to what 
is required by Rule 15c2-11, he should refrain from 
entering quotations relating to the securities in ques- 
tion until such time as he has familiarized himself 
with said rule and is certain that all of its provisions 
have been met. If any broker or dealer enters any 
quotation which is in violation of said rule, the 
Commission will consider the need for prompt en- 
forcement action. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11649/September 12, 1975 


Admin. Proc. File No. 3-4722 


In the Matter of 


METRO-GOLDWYN-MAYER INC. 
Culver City, California 


ORDER INSTITUTING PROCEEDINGS, FINDINGS 
AND ORDER OF THE COMMISSION 


The Commission deems it appropriate that proceedings 
be instituted with respect to Metro-Goldwyn-Mayer 
Inc. (“MGM”) pursuant to Section 15(c)(4) of the Se- 
curities Exchange Act of 1934 (the “Exchange Act”’) 
1/ to determine whether MGM's filings with the Com- 
mission pursuant to Section 13 of the Exchange Act 
and the rules and regulations promulgated thereunder 
were deficient in that they omitted to state material 
facts as set forth below. 


Simultaneously with the institution of these proceed- 
ings, MGM has submitted an offer of settlement for 
the purpose of disposing of the issues raised in these 
proceedings. Under the terms of its offer of settle- 
ment, MGM, solely for the purpose of these proceed- 
ings, stipulates to the facts set forth in Section | here- 
of, and, without admitting or denying the findings 
set forth herein, consents to the findings and order. 
Kirk Kerkorian, the majority shareholder and Vice 
Chairman of the Board of Directors of MGM, has 
also agreed to comply with and be bound by the terms 
of the order. 


The Commission has determined that it is appropriate 
and in the public interest to accept the offer of settle- 
ment of MGM and accordingly is issuing this order. 


I 
FACTS 


MGM, a Delaware corporation with its principal offices 
in Culver City, California, is and has been for many 
years registered with the Commission pursuant to 
Section 12(b) of the Exchange Act. MGM reported 
total assets of $307,000,000 at May 31, 1975, and 
had approximately 12,000 stockholders of record 

as of July 30, 1975. MGM’s common stock, as well 

as its public debenture issues, are traded on the New 
York Stock Exchange. 


Toward the end of 1973, Mr. Kerkorian had very sub- 
stantial loans from the Bank of America (‘“Bank’’) and 
a substantial loan from another financial institution. 
The loan from the other financial institution was to 
come due at the end of 1973, and the other financial 
institution had indicated it would grant no further ex- 
tension of time. As a result of a request from the 
Bank, Mr. Kerkorian, in a letter sent to the Bank in 






















mber of 1973, undertook to pay a substantial 

ion of the loan by June 30, 1974, and the re- 
mainder by the end of 1974. He had assets, including 
his shares of MGM, which he could have sold to pay 
the loan, but he did not wish to sell such assets or re- 
duce his percentage interest in MGM. 


Beginning in the latter part of 1973, MGM, with the 
participation of Mr. Kerkorian, entered into a num- 
ber of transactions and proposed transactions which 
either had the effect of enabling, or would have had 
the effect of enabling Mr. Kerkorian to meet a sub- 
stantial part of his obligations without reducing his 
percentage interest in MGM. The first of thes transac- 
tions was a $1.75 per share dividend which was de- 
clared by MGM to all shareholders on November 21, 
1973, from which he realized approximately $5 million 
which he used to repay the loan to the other financial 
institution which was due by the end of the year. The 
second transaction was a registered exchange offer 
made in July of 1974 pursuant to which MGM offered 
to all shareholders to exchange $3 in cash and $23 
principal amount of a subordinated debenture for each 
share of common stock. Mr. Kerkorian participated in 
the exchange offer on a modified pro rata basis, there- 
by maintaining his proportionate ownership interest, 
and received approximately $1.3 million in cash and 
approximately $10 million in debentures. Such cash 
was then used to pay interest on the Bank’s loan. At 
about the time of the exchange offer, a representa- 

| ive of Mr. Kerkorian proposed to the Bank the pos- 

sibility of a registration of his debentures under the 
Securities Act of 1933 whereby the proceeds would 
be used to pay the Bank. A registration statement is 
now pending for that purpose. 


Subsequent to the 1974 exchange offer, MGM pro- 
posed one transaction (and considered preliminarily 
another) which would have provided Mr. Kerkorian 
with funds which he would have used to pay a por- 
tion of his loans to the Bank without diminishing his 
percentage interest in MGM stock. While the transac- 
tion which was proposed was publicly announced, it 
was not consummated. 


Certain members of the Board of Directors of MGM 
were aware of the status of the aforesaid indebtedness. 
The full Board was not informed, nor did it discuss, 
whether or not Mr. Kerkorian had a personal interest 

or motive in the transactions. Nor did any of the public 
disclosures made by MGM, including the annual and 
other periodic reports filed with the Commission 

under the Exchange Act, and the registration statement 
filed in connection with the exchange, contain such full 
disclosure. 


i 
OTHER CIRCUMSTANCES 


MGM has requested that the Commission consider the 
following circumstances: 





1. MGM believes that each of the corporate activities 


described herein was undertaken for an appropriate 
corporate purpose. The $1.75 per share dividend was 
declared after taking into account MGM'‘s financial re- 
quirements and the significant amounts of cash MGM 
received in late 1973 as a result of certain asset disposi- 
tions and other transactions. The principal purpose of 
the 1974 exchange offer was to acquire MGM's stock 
which was trading at what MGM believed to be under- 
valued prices. As a result of general market conditions 
prevailing at the time, many other companies were 
also making exchange offers for their stock since they 
too believed that their stock was undervalued; 


2. MGM believes that each of the corporate activities 
described herein benefitted MGM and each and all of 
its shareholders in proportion to their respective hold- 
ings. Each of the shareholders of MGM received the 
$1.75 per share dividend, and each shareholder had 
the option of participating in the 1974 exchange offer 
on a basis similar to Mr. Kerkorian’s participation, 
whereby the shareholder could have maintained his 
proportionate ownership interest in MGM and still 
have received cash and debentures from MGM; 


3. MGM believes that each of the coprorate activities 
described herein were in accordance with applicable 
state law; 


4. MGM believes that there was full disclosure to 
MGM’‘s shareholders of the manner in which Mr. 
Kerkorian intended to participate in the 1974 ex- 
change offer; 


5. At the time of the transactions described herein, 
Mr. Kerkorian believed that the only portion of his 
personal financial affairs which was not disclosed to 
MGM'‘s Board of Directors was that in which MGM 
had no appropriate business interest; and 


6. Because of the corporate purposes served by de- 
claring the $1.75 per share dividend and by making the 
1974 exchange offer, MGM believes that its Board of 
Directors would have authorized these transactions even 
if they had been completely informed as to Mr. Kerkor- 
ian’s personal financial affairs. 


1h 
FINDINGS 


The Commission finds that in connection with Mr. Ker- 
korian’s participation in the arranging of the aforesaid 
transactions, he in part hwas motivated by a need to 
meet his obligations to repay the banks. The filings 
made by MGM under Section 13 of the Exchange Act 
were deficient because they did not disclose certain 
direct or indirect interests of officers, directors, and 
principal shareholders in corporate transactions, includ- 
ing the identity of the individual and his relationship 
to the corporation and the nature and amount of his 
interest in the transaction. 
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ORDER 


In view of the foregoing, the Commission deems it 
appropriate in the public interest to accept the 
offer of settlement of MGM and accordingly IT IS 
HEREBY ORDERED that such proceedings be and 
are hereby instituted and that: 


1. MGM correct its reports filed with the Commis- 
sion by amending its annual report filed on Form 10-K 
for the fiscal year ending August 31, 1974; 


2. Mr. Kerkorian comply with his undertakings: 


(a) to disclose fully to MGM's Board of Directors 
on a quarterly basis the status of his bank indebted- 
ness; 


(b) to disclose fully to MGM's Board of Directors 
any corporate action of MGM of which he has any 
knowledge which results in consideration flowing 
to him or other special benefits accruing to him, 
other than in the ordinary course of business; 


3. MGM comply with its undertakings: 


(a) to file quarterly with the Commission on Form 
8-K a report which certifies that the undertakings 
set forth in 2(a) and 2(b) have been satisfied; and 


(b) to take further action as MGM deems appropri- 
ate within 90 days from the date of this order to 
assure compliance with this order. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ Section 15(c)(4) of the Exchange Act provides in 
part that if the Commission finds after notice and 
opportunity for hearing that any person subject to 
the provisions of Section 12, 13 or subsection (d) 

of Section 15 of this title or any rule or regulation 
thereunder has failed to comply with any such 
provision, rule or regulation in any material respect, 
the Commission may publish its findings and issue 
an order requiring such person to comply with such 
provision or such rule or regulation thereunder upon 
such terms and conditions and within such time as 
the Commission may specify in such order. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11650/September 12, 1975 


The Securities and Exchange Commission announced 
the termination of the suspension in trading of the 
common stock of Valhi, Inc. (Valhi) effective mid- 
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night (EDT) September 13, 1975. 


The Commission initiated the suspension of trading 
because of questions as to who constituted the Board 
of Directors and management of Valhi. Contran, Inc. 
(Contran), as the result of a tender offer had acquired 
in excess of 50% of the outstanding common stock of 
Valhi and had purported to remove the board of di- 
rectors of Valhi and insert a new board. Such purport- 
ed removal was made without any notice to Valhi’s 
other shareholders. 


In an Order entered by the Court where the Commis- 
sion’s suit against Valhi and others is pending, Contran 
agreed to rescind its action removing the original 
board. This action clarifies the identity of persons who 
may act on behalf of Valhi. Valhi also agreed should 
action be taken in the future to replace or change the 
Board of Valhi that the information required by the 
Commission’s rules and regulations will be disseminated 
to its shareholders prior to such action. Contran and 
Valhi also agreed should the Valhi Board be replaced 
that two independent directors with no prior affiliation 
to Valhi or Contran will be appointed who are satisfac- 
tory to the Commission. 


In a separate order entered by the Court Valhi agreed, 
pending final disposition of the Commission’s action 
against them, not to violate the antifraud provisions 
of the Federal securities laws. Valhi also agreed to 
provide the Commission with ten days notice prior to 
the taking of certain corporate actions. Valhi in agree- 
ing to such preliminary relief specifically denied that 
the Commission was entitled to any relief. The Com- 
mission, However, is not precluded from seeking further 
preliminary relief or the permanent relief sought in its 
Complaint. A hearing on the Commission’s motion for 
preliminary relief as against Valhi and the other de- 
fendants is scheduled for September 18, 1975 in the 
United States District Court for the Southern District 
of Texas (Houston Division). 


The Commission cautions broker-dealers, shareholders 
and prospective purchasers that they should consider 
carefully the foregoing information along with all other 
currently available information and any information 
subsequently issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that, with respect to certain of the subject securi- 
ties which are traded in the over-the-counter market, 
pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the suspension, no quotation may be 
entered unless and until they have strictly complied 
with all of the provisions of said rule. If any broker 

or dealer has any questions as to whether or not he has 
complied with said rule, he should not enter any quota- 
tion but immediately contact the staff of the Securities 
and Exchange Commission, Division of Enforcement in 
Washington, D. C. If any broker or dealer is uncertain 
as to what is required by Rule 15c2-11, he should re- 
frain from entering quotations relating to the securities 
in question until such time as he has familiarized him- 
self with said rule and is certain that all of its provisions 
have been met. If any broker or dealer enters any quo- 








Ss 
‘ 





gejation which is in violation of said rule, the Commission 
(fai consider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11651/September 15, 1975 


Admin. Proc. File No. 3-4715 


in the Matter of 


JOHN M. STEVENSON, JR. & CO. 
4635 Southwest Freeway - Suite 300 
Houston, Texas 

(8-15030) 


JOHN M. STEVENSON, JR. 


ORDER INSTITUTING PROCEEDINGS; FINDINGS 
AND ORDER IMPOSING REMEDIAL SANCTIONS 


In connection with a proposed administrative proceed- 
ing, John M. Stevenson, Jr. & Co. (“registrant”), a re- 
gistered broker-dealer, and John M. Stevenson, Jr., regis- 
trant’s sole proprietor, have submitted an offer of settle- 
ment which the Commission has determined to accept. 


(Wy [Solely for the purpose of settling these administrative 


» proceedings, and without admitting or denying any vio- 
lations of the securities laws for any purpose other than 
this settlement, respondents consent to the findings and 
sanctions set forth below. 


Accordingly, 1T 1S ORDERED that proceedings pur- 
suant to Section 15(b) of the Securities Exchange Act 
be, and they hereby are, instituted. 


On the basis of the order for proceedings and the offer 
of settlement, it is found that on August 21, 1975, 
respondents were enjoined with their consent by the 
United States District Court for the Southern District 
of Texas from violations of Sections 5(a), 5(c) and 
17(a) of the Securities Act and Section 10(b) of the 
Exchange Act and Rule 10b-5 thereunder. The viola- 
tions were in connection with the sale of investment 
contracts issued by Abraxas Land Corporation. 1/ 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the offer of settle- 
ment. 


Accordingly, 1T 1S ORDERED that the registration 
as broker or dealer of John M. Stevenson, Jr. & Co. 
be, and it hereby is, suspended for a period of 60 
business days from the date of this order; and it is 
further 





, ORDERED that John M. Stevenson be, and he here- 
by is, suspended from being associated with any broker- 
dealer during the same period of 60 business days. 


For the Commission by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ SEC v. Abraxas Land Corp., et al., Civil Action No. 
75H55. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11652/September 15, 1975 


Admin. Proc. File No. 3-4447 


In the Matter of 


GLOBAL SECURITIES, INC. 
120 West Seventh Street 
Plainfield, New Jersey 
(8-16993) 


ALLEN LANGENAUER 
DAVID LANGENAUER 
BERNARD OSCHERS 
LEE SCHNEIDER 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


This is a broker-dealer proceeding under the Securities 
Exchange Act. Global Securities, Inc. (“‘registrant’’), 
a registered broker-dealer, Allen Langenauer, its 
president, David Langenauer, its vice-president, and 
Bernard Oschers and Lee Schneider, salesmen for re- 
gistrant, have submitted offers of settlement which 
the Commission has determined to accept. Solely for 
the purpose of settling this proceeding and without 
admitting or denying the allegations in the order for 
proceedings, respondents consent to the findings and 
sanctions set forth below. 


The order for proceedings alleges that the respondents 
in the period from about September 1 to about De- 
cember 8, 1972, offered and sold the common stock 
of Management Dynamics, Inc. when no registration 
statement had been filed with the Commission as to 
those securities. Respondents are also alleged in the 
same period to have made tnaterially false and mis- 
leading statements concerning the risk involved in 

and potential profits from the purchase of these se- 
curities and the business and operations of the issuer. 
Registrant aided and abetted by David Langenauer and 
Allen Langenauer from about January to March 1973 
is also alleged to have failed to make accurately, keep 
current and preserve certain books and records. 


On the basis of the order for proceedings and the 
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offers of settlement, it is found that: 


1. Respondents willfully violated Sections 5(a) and 
5(c) of the Securities Act and Section 10(b) of the 
Exchange Act and Rule 10b-5 thereunder. 


2. Registrant willfully aided and abetted by Allen 
Langenauer and David Langenauer willfully violated 
Section 17(a) of the Exchange Act and Rules 17a-3 
and 17a-4 thereunder. 


3. On November 28, 1973, the United States District 
Court for the Southern District of New York perma- 
nently enjoined Oschers and Schneider on consent 
from further violations of Sections 5(a), 5(c) and 
17(a) of the Securities Act and Section 10(b) of the 
Exchange Act and Rule 10b-5 thereunder. 1/ 


in view of the foregoing, it is in the public interest 
to impose the sanctions specified in the offers of 
settlement. 


Accordingly, 1T 1S ORDERED that the registration 
of Global Securities, Inc. be, and it hereby is, revok- 
ed; and it is further 


ORDERED that David Langenauer and Allen Langen- 
auer be, and they hereby are, barred from association 
with any broker, dealer or investment company, provided 
that after two years each may seek permission from the 
Commission to become so associated in a non-proprie- 
tary and non-supervisory capacity upon a showing that 
he will be adequately supervised and provided further 
that two years after the commencement of such associ- 
ation he may apply to the Commission for relief from 
this bar order; and it is further 


ORDERED that Bernard Oschers and Lee Schneider 
be, and they hereby are, barred from association with 
any broker, dealer or investment company provided 
that after two months each may seek permission from 
the Commission to become so associated in a non- 
supervisory and non-proprietary capacity upon a show- 
ing that he will be adequately supervised and provided 
further that one year after such association he may 
apply to the Commission for relief from this bar order. 


For the Commission by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ SEC v. Management Dynamics, Inc., 73 Civ. 2642. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11653/September 15, 1975 


NOTICE OF CONSENT TO DEFERRAL OF COM- 
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MISSION ACTION ON CERTAIN RULE CHANGES 
OF THE NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. AND OF EXTENSION OF TIME FOR 
PUBLIC COMMENT ON THOSE RULE CHANGES 


On March 21, 1975, the National Association of Securi- 
ties Dealers, Inc. (the ““NASD”’) filed with the Commis- 
sion proposed Article XVIII of the By-Laws of the 
NASD, and Schedule G thereunder (the “NASD Rule 
Changes”), governing: (i) the reporting of transactions 
in eligible securities in the consolidated transaction re- 
porting system (the “‘consolidated system”) contem- 
plated by Rule 17a-15 under the Securities Exchange 
Act of 1934, as amended by the Securities Acts Amend- 
ments of 1975 (the ““Act’’); (ii) charges to cover the 
costs of compliance with such reporting requirements; 
and (iii) anti-manipulative rules relating to over-the- 
counter trading in such securities. 


The provisions of Schedule G were amended by the 
NASD and refiled with the Commission on June 4, 
1975. The NASD Rule Changes were deemed by the 
Commission to have been filed under new Section 
19(b) of the Act. !n view of the need to implement 
the NASD Rule Changes immediately to permit the 
scheduled commencement of the consolidated system 
on June 16, 1975, the Commission ordered the NASD 
Rule Changes into effect summarily pursuant to Sec- 
tion 19(b)(3)(B) of the Act on June 11, 1975. Notice 
of that action was provided by Securities Exchange Act 
Release No. 11461 (June 11, 1975), published in the 
Federal Register on June 18, 1975 (40 FR 25730). 
That release also solicited public comment on the 
NASD Rule Changes. 1/ On July 21, 1975, the Com- 
mission received the NASD’s consent to an extension 
of the time within which the Commission was re- 
quired, under Section 19(b)(2) of the Act, either to 
approve the NASD Rule Changes or to institute pro- 
ceedings to determine whether they should be dis- 
approved, to September 15, 1975. In view of the 
complexity and the significance of the NASD Rule 
Changes, the Commission determined to extend the 
time for the submission of comments by interested 
persons on the NASD Rule Changes until August 22, 
1975. Notice of that action was provided by Securi- 
ties Exchange Act Release No. 11546 (July 23, 1975) 
published in the Federal Register on July 30, 1975 
(40 FR 32000). 


The Commission has received a request for an exten- 
sion of the time within which to comment upon the 
NASD Rule Changes. On September 10, 1975, the 
Commission received the NASD’s consent to an exten- 
sion of time within which the Commission is required, 
under Section 19(b)(2) of the Act, 2ither to approve 
the NASD Rule Changes or to institute proceedings to 
determine whether they should be disapproved, to 
November 15, 1975. The Commission acknowledges 
the consent of the NASD to extension of the deadline 
until November 15, 1975. In addition, in view of the 
complexity and significance of the NASD Rule 
Changes, the Commission has determined to extend 

the time for the submission of comments by inter- 
ested persons on the NASD Rule Changes until October 
1, 1975. 2/ 
































we 


~~ 


\\ime for public comment on the NASD Rule Changes, 
3/ the Commission is especially interested in receiv- 
ing comments on the competitive effects and other 
consequences of the NASD Rule Changes relating to: 
(i) the appropriateness of the reporting charges to be 
imposed on the NASD members under Section 4 of 
Schedule G of the NASD Rule Changes, which have the 
effect of compelling Designated Reporting Members, 
as defined in Schedule G, to bear a major portion of 
the costs associated with reporting compliance and 
(ii) the appropriateness of the provisions of Sections 
1(a)(2) and 1(b)(2) of Schedule G dealing with the 
reporting of principal transactions effected over-the- 
counter, particularly those of block size, in connection 
with which a commission, commission equivalent, or 
differential has been charged in light of the fact that 
similar principal transactions effected on national se- 
curities exchanges are reported exclusive of any com- 
missions or similar charges imposed. 4/ In this re- 
gard, the Commission invites suggestions as to alter- 
native methods of fairly allocating the costs of re- 
porting under the NASD Rule Changes among mem- 
bers of the NASD and the appropriateness of requir- 
ing these costs to be borne by the NASD itself. 


4 (Ms indicated in the Commission’s prior extension of 


The Commission exphasizes that, until the Commis- 
sion takes further action with respect to the NASD 
Rule Changes, the NASD Rule Changes remain in full 
as a consequence of the Commission’s sum- 
1] ry action on June 11, 1975, referred to above. 5/ 


All interested persons are invited to submit their com- 
ments on the NASD Rule Changes, in writing, to 
George A. Fitzsimmons, Secretary, Securities and Ex- 
change Commission, 500 North Capitol Street, Wash- 
ington, D. C. 20549 on or before October 1, 1975. 

All such comments should refer to File No. SR-1 

and will be available for public inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


1/ The deadline for submission of written comments 
pursuant to Securities Exchange Act Release No. 
11461 (June 11, 1975) was June 30, 1975; the time 
for such comment was extended until July 18, 1975, 
in Securities Exchange Act Release No. 11508 

(June 30, 1975). 


2/ The Commission recognizes, however, the urgency 
of resolving the regulatory issues presented by the 
NASD Rule Changes, and will endeavor to take appro- 
priate action as soon as possible. 


3/ Securities Exchange Act Release No. 11546 
(July 23, 1975). 


'4/ Id. 





5/ Securities Exchange Act Release No. 11461 (June 
11, 1975). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11654/September 15, 1975 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE ACT 


The SEC has issued an order granting the application of 
the Amana Society (the “Society”’) pursuant to Section 
12(h) of the Securities Exchange Act of 1934 (the 
“Act’’) for an exemption from the provisions of 12(g) 
of the Act. Exemption from Section 12(g) has the effect 
of exempting the Society from Sections 13 and 14 of 
the Act and any officer, director, or ten percent benefi- 
cial owner from Section 16 thereof. All of the common 
stockholders are present or former residents of the 
Amana Colonies, or relatives of such residents, and 
many of such stockholders are employed by the So- 
ciety. No public trading market currently exists for 

the securities of the Society. The order was granted 
subject to certain conditions including the delivery, 

at least annually, of certified financial statements to 
each of the Society's shareholders, the filing with the 
Commission of an annual report setting forth the 
classes of the Society’s outstanding securities, the 
number of security holders as of a recent date and 
information as to trading in the Society’s securities, 
and the reservation of jurisdiction by the Commission 
to reconsider its decision concerning the application 
depending upon a change in the identity or number 

of stockholders and the extent of their affiliation with 
the Society. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11655/September 16, 1975 


NOTICE OF FILING OF PROPOSED RULE CHANGES 
BY THE AMERICAN STOCK EXCHANGE 


(File No. SR-Amex-75-1) 


The American Stock Exchange submitted on Septem- 
ber 10, 1975 a proposed rule change under Rule 19b-4 
to amend its Rules 184(a) (concerning a fee charged to 
specialist units for each clerk) and 221(b) (concerning 
booth rental fees) and its schedule of floor fees and 
charges, to provide for the equitable allocation of fees 
and charges among those members who do business on 
the floor of the Exchange, as well as to increase Ex- 
change revenues. 
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The foregoing rule change has become effective, 
pursuant to Section 19(b)(3) of the Securities Exchange 
Act of 1934. At any time within sixty days of the filing 
of such proposed rule change, the Commission may sum- 
marily abrogate such rule change if it appears to the Com- 
mission that such action is necessary or appropriate in 
the public interest, for the protection of investors, or 
otherwise in furtherance of the purposes of the Securi- 
ties Exchange Act of 1934. 


Publication of the submission is expected to be made 
in the Federal Register during the week of September 
22, 1975. Interested persons are invited to submit 
written data, views and arguments concerning the 
submission within 30 days from the date of publica- 
tion in the Federal Register. Persons desiring to make 
written submissions should file six copies thereof with 
the Secretary of the Commission, Securities and Ex- 
change Commission, 500 North Capitol Street, Wash- 
ington, D. C. 20549. Reference should be made to file 
No. SR-Amex-75-1. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N. W.. Washington, D. ©. Copies of the filing 
will also be available at the principal office of the Amer- 
ican Stock Exchange. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11656/September 16, 1975 


EXTENSION OF COMMENT PERIOD RELATING 

TO THE APPLICATION OF NET CAPITAL REQUIRE- 
MENTS TO MUNICIPAL SECURITIES BROKERS AND 
MUNICIPAL SECURITIES DEALERS AND SPECIAL- 
ISTS 


(File No. S7-573) 


In Securities Exchange Act Release No. 11561 (July 30, 
1975), the Commission solicited the views of all inter- 
ested parties with regard to (1) any special problems 
which may be unique to brokers or dealers in munici- 
pal securities in anticipation of their becoming subject 
to Rule 15c3-1 on December 1, 1975, and (2) the ap- 
prorpiate capital requirements for specialists, includ- 

ing market makers, specialists and registered traders in 
options who do not deal with the public and who are 
not clearing members of the Options Clearing Corpor- 
ation. 


The Commission has received requests that the com- 
ment period be extended so that interested persons 


872/SEC DOCKET 









may have additional time in which to present their 
views and supporting data on these matters. 


The Commission has considered these requests and 
has determined to extend the comment period until 
October 15, 1975. 


Interested parties are invited to submit their views 
to George A. Fitzsimmons, Secretary, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D. C. 20549, on or before October 15, 
1975. Reference should be made to File No. $7-573. 
All comments received will be subject to public in- 
spection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11657/September 16, 1975 


Admin. Proc. File No. 3-4170 
In the Matter of 


AMHERST SECURITIES, CORP. 
New York,.New York 


JOSEPH SCHACHTER 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


These are proceedings under the Securities Exchange 
Act with respect to Amherst Securities Corp. (“regis- 
trant”’), a registered broker-dealer, and Joseph Schach- 
tet, its former president. Solely for the purpose of these 
proceedings, and without admitting or denying the 
allegations in the order for proceedings, respondents 
consent to certain findings of misconduct as alleged 

in that order and to the imposition of specified sanc- 
tions. 


On the basis of the order for proceedings and respond- 
ents’ consents, it is found that, during September and 
October 1972, respondents willfully violated Section 
5(b) of the Securities Act and Section 10(b) of the 
Exchange Act and Rule 10b-6 thereunder in connec- 
tion with their participation in a registered offering of 
common stock of Monarch General, Inc. 1/ 


in view of the foregoing, it is in the public interest to 
impose the sanctions to which respondents have con- 
sented. 


Accordingly, 1T 1S ORDERED that the registration as 
a broker and dealer of Amherst Securities Corp. be, 
























/ it hereby is, revoked; and that Joseph Schachter be, 
(re he hereby is, barred from association with any 
broker or dealer. 2/ 
For the Commission by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


1/ A finding of willfulness does not require an intent 

to violate the law; it is sufficient that the person charged 
with the duty intentionally commits the act which con- 
stitutes the violation. 


2/ Schachter is not precluded hereby from acting as an 
independent certified public accountant for any client, 
including a broker-dealer. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11658/September 17, 1975 


The Securities and Exchange Commission has ordered 

: institution of public administrative proceedings 

de Cosse’ International Securities, Inc., a Wash- 
ington corporation, and Charles B. Cosse’, its president 
and controlling person. Cosse’ International Securities, 
Inc. is registered with the Commission as a broker-deal- 
er and is a member of the National Association of Se- 
curities Dealers, Inc. 


The proceedings are based on allegations by the staff 
that respondents wilfully violated and wilfully aided 

and abetted violations of the registration provisions 

of the Securities Act of 1933 and of the antifraud pro- 
visions of the Securities Act of 1933 and of the anti- 
fraud provisions of that act and the Securities Exchange 
Act of 1934 and Rule 10b-5 under the latter act, in con- 
nection with their offer and sale of fractional undivided 
interests in oil and gas rights issued by Hershberger 
Enterprises, Inc. of Wichita, Kansas. 


A hearing will be scheduled by further order to take 
evidence on the staff charges and to afford the respond- 
ents an opportunity to offer any defenses thereto, for 
the purpose of determining whether the allegations are 
true, and if so, whether any action of remedial nature 

is necessary or appropriate in the public interest. 








fi | SECURITIES EXCHANGE ACT OF 1934 
Release No. 11659/September 16, 1975 


SEC v. STEPHENSON, LEYDECKER AND CO. 


(N.D. CA) 


The Securitiés and Exchange Commission today order- 
ed public administrative proceedings under the Securi- 
ties Exchange Act of 1934 against Stephenson, Ley- 
decker and Co., its owner and president, Jay C. Rut- 
ledge, and its vice-president, Thomas Howard. 


The Order is based upon allegations that Stephenson, 
Leydecker and Co. violated, and Rutledge and Howard 
aided and abetted violations of, the net capital, special 
reserve account, bookkeeping, and reporting require- 
ments of the federal securities laws. 


A hearing will be scheduled by further order to take 
evidence on the staff's allegations and to afford the 
respondents an opportunity to offer any defenses 
thereto for the purpose of determining whether the 
allegations are true and, if so, whether any action of 
a remedial nature should be ordered by the Commis- 
sion. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11660/September 16, 1975 


INVESTMENT COMPANY ACT OF 1940 
Release No. 8937/September 16, 1975 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 473/September 16, 1975 


The Securities and Exchange Commission has ordered 
administrative proceedings under the Securities Ex- 
change Act of 1934 (“Exchange Act”’), the Investment 
Company Act of 1940 and the Investment Advisers Act 
of 1940, involving Scherl, Egener & Bassuk, Inc. (““Re- 
gistrant’’), a New York broker-dealer and investment 
adviser, and Gerald H. Cahill (‘Cahill’), a vice-president, 
director and the majority stockholder of Registrant. 


These proceedings are based upon (1) allegations by the 
Commission's staff that Registrant wilfully violated, and 
Cahill wilfully aided and abetted violations of, the Net 

Capital and Bookkeeping Rules under the Exchange Act 
and (2) a permanent injunction issued on September 10, 
1974 against, and upon the consents of, Registrant and 

Cahill enjoining them from violations of the above rules. 


A hearing will be scheduled by further order to take 
evidence on the staff's allegations and to afford the re- 
spondents an opportunity to offer any defenses there- 
to, and for the purposes of determining whether the 
allegations are true and, if so, whether any action of a 
remedial nature should be ordered by the Commission. 


See Litigation Release No. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 11661/September 17, 1975 


The Securities and Exchange Commission has ordered 
public administrative proceedings under the Securities 
Exchange Act of 1934 (1934 Act) and the Securities 
Investor Protection Act of 1970 against Ambassador 
Church Finance/Development Group, Inc. (Registrant), 
a Brentwood, Tennessee broker-dealer, Henry C. Atkei- 
son, Jr.. its president, Harold Wayne Stanfill, executive 
vice-president, Leary C. Willis, Jr., vice president, Jack 
Altman, assistant secretary, Walter Knute Roberts, Jr.. 
bookkeeper, H. Carlton Bell, president of Atalbe 
Christian Credit Association, Inc. (ATALBE) and 
salesmen Audy Eugene Corder, Walter W. Irwin and 
Harry L. Winters, based upon the following staff alle- 
gations: 


(a) that during the period from on or about Decem- 
ber 1, 1970 to on or about November 7, 1974, Re- 
gistrant, Atkeison, Altman, Bell, Corder, Irwin, Stan- 
fill and Winters violated the registration requirements 
and antifraud provisions of the Securities Act of 1933 
(1933 Act) as well as the antifraud provisions of the 
1934 Act, in selling investment certificates of ATALBE; 


(b) that during the period from on or about June, 1973 
to on or about November 7, 1974, Registrant, Atkeison, 
Altman, Corder, Stanfill, Willis and Winters violated 

the antifraud provisions of the 1933 and 1934 Acts in 
selling church bonds issued by various churches; 


(c) that during the period from on or about June, 1973 
to on or about November 7, 1974, Registrant, aided and 
abetted by Atkeison, Altman, Roberts, Stanfill, Willis 
and Winters, violated the Commission’s bookkeeping 
rules; 


(d) that during the period from on or about March 1, 
1971 to on or about November 7, 1974, Registrant aided 
and abetted by Atkeison, failed to file an amendment to 
its Form BD disclosing the existence of ATALBE and its 
relationship to Registrant; 


(e) that on December 17, 1974, the United States Dis- 
trict Court in Nashville entered a consent decree declar- 
ing the customers of Registrant in need of the protec- 
tion provided by the Securities Investor Protection Act 
of 1970 and appointing a SIPC trustee and that on No- 
vember 14, 1974 the Court had entered a consent decree 
permanently enjoining Registrant and Atkeison from 
violating the antifraud provisions of the 1933 and 1934 
Acts and the Commission’s bookkeeping rules. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 11662/September 18, 1975 


See Securities Act of 1933 Release No. 5617/ 
September 18, 1975. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19166/September 12, 1975 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 46801 
(70-5718) 


ORDER AUTHORIZING PROPOSED ISSUE AND 
SALE OF FIRST MORTGAGE BONDS AND PRE- 
FERRED STOCK AT COMPETITIVE BIDDING 


Indiana & Michigan Electric Company (“1&M"’), an 
electric utility subsidiary company of American Elec- 
tric Power Company, Inc. (“AEP”), a registered hold- 
ing company, has filed with this Commission an appli- 
cation-declaration, and amendments thereto, pursuant 
to Sections 6(b) and 12(c) of the Public Utility Hold- 
ing Company Act of 1935 (“Act’’) and Rules 42 and 
50 promulgated thereunder regarding the following 
proposed transactions. 


1&M proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50 under the 
Act, up to $60,000,000 principal amount of First 
Mortgage Bonds (““bonds”’) of a new series, to mature 
in not less than 5 and not more than 30 years from 
the date of issuance of the bonds. Prospective bidders 
will be notified of the exact maturity of the bonds 
not less than 72 hours prior to the bidding date. The 
interest rate (which shall be a multiple of 1/8 of 1%) 
and the price to be paid to 1&M for the bonds (which 
shall not be less than 99% nor more than 102 3/4% of 
the principal amount thereof) will be determined by 
the competitive bidding. Terms of the bonds preclude 
1&M from redeeming any of the bonds prior to Sep- 
tember 1, 1980, if such redemption is for the purpose 
of refunding such bonds with proceeds of funds borrow- 
ed at a lower effective interest cost. The bonds will be 
issued under and secured by an Indenture Supplemental 
to the Mortgage and Deed of Trust dated as of June 1, 
1939 between 1&M and Irving Trust Company and 

D. W. May, as Trustees (“Trustees”). The said Supple- 
mental Indenture will be dated as of the first day of 
the month in which the bonds are issued. 


1&M also proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50 under 
the Act, up to 300,000 shares of a new series of its 
cumulative preferred stock, par value $100 per share 
(“stock’’). The dividend rate (which will be a multiple 
of .04 of 1%) and the price to be paid to 1&M (which 
shall not be less than $100 per share or more than 
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ding. Prior to September 1, 1980, none of the shares 
of the preferred stock may be redeemed if such redemp- 
tion is for the purpose of refunding such share, directly 
or indirectly, through the incurring of debt or the issu- 
ance of stock ranking equally with or prior to the cumu- 
lative preferred stock at an interest or dividend cost less 
than the dividend cost to 1&M of the preferred stock. 
The terms of the cumulative preferred stock will also 
include a sinking fund provision requiring !&M to re- 
tire 5% of the shares annually beginning September 1, 
1980. 


(Prcsine per share) will be determined by competitive 


1&M states that on the basis of representation of pos- 
sible bidders for the stock, that the sale of the stock 
might be facilitated if this Commission’s order contained 
a particular condition restricting the payment of divi- 
dends on 1&M common stock so long as there is a de- 
fault on obligations of 1&M with respect to the sinking 
fund for the stock. 1&M further states its belief that 
under its Charter, the 1&M Board of Directors could 

not incorporate such a limitation as a term of the stock. 
Accordingly, 1&M has consented to the imposition of 
the condition ordered below. 


1&M proposes that a portion of the bonds will be issued 
on the basis of funds deposited with the Trustees. As 
additional property additions are certified to the 
Trustees the funds held by the Trustees will be released 
to 1&M. Any other proceeds realized from the sale of 
the bonds and/or the sale of the stock, together with 
other funds available to 1&M, will be applied to the 
payment of unsecured short-term debt of 1&M. At 

July 23, 1975, approximately $148,000,000 of such 
short-term debt was outstanding and it is stated that 

at the time of the sale of the bonds and/or stock, ap- 
proximately $160,000,000 of such short-term debt is 
expected to be outstanding. 


It is stated that no condition will require the sale of 

the bonds and stock to be dependent upon each other. 
Neither the bonds nor the stock will, however, be 
issued and sold unless 1&M shall have received prior 

to such sale from AEP one or more cash capital con- 
tributions subsequent to June 30, 1975, and prior to 
the time of such sale which aggregate $20,000,000. 

The making of such cash capital contributions has 

been previously authorized by this Commission (HCAR 
No. 19067). 


The Public Service Commission of Indiana and the 
Michigan Public Service Commission have authorized 
the proposed transactions and no other state commis- 
sion and no federal commission, other than this Com- 
mission, has jurisdiction over the proposed transac- 
tions. Fees and expenses to be incurred in connection 
with the proposed transactions are estimated at $135,- 
420 for the bonds, including legal fees of $28,000 and 
accountants’ fees of $7,500 and $78,710 for the stock, 
including legal fees of $18,000 and accountants’ fees 








of $7,500. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 


promuigated under the Act (HCAR No. 19129), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the record, 
it is hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropri- 
ate in the public interest and in the interest of investors 
and consumers that said application-declaration, as 
amended, be granted and permitted to become effec- 
tive: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rules 24 and 
50 promulgated under the Act. 


IT iS FURTHER ORDERED that as long as any shares 
of the proposed new series of preferred stock shall re- 
main outstanding, 1&M will not declare any dividend 
on, or acquire for value, any shares of common stock 
or any other shares of capital stock of 1&M ranking 
junior to the cumulative preferred stock as to dividends 
or the distribution of assets during any period when 
1&M shall be in default as to any obligation of 1&M 
with respect to any sinking fund for the benefit of 

the shares of any series of cumulative preferred stock, 
unless ail shares of the cumulative preferred stock then 
outstanding shall concurrently be redeemed, purchased 
or otherwise acquired or unless the declaration of such 
dividend or such acquisition shall have been ordered, 
approved or permitted under the Public Utility Hold- 
ing Company Act of 1935. 


For the Commission, by the Division of Corporate Re- 
gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19167/September 12, 1975 


In the Matter of 


GRANITE STATE ELECTRIC COMPANY 
MASSACHUSETTS ELECTRIC COMPANY 
THE NARRAGANSETT ELECTRIC COMPANY 
NEW ENGLAND POWER COMPANY 

NEW ENGLAND ELECTRIC SYSTEM 
Westborough, Massachusetts 01581 


(70-5624) 


SUPPLEMENTAL ORDER AUTHORIZING AN IN- 
CREASE IN SHORT-TERM BORROWINGS BY A 
SUBSIDIARY 
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New England Electric System (“NEES”), a registered 
holding company, and Granite State Electric Company 
(“Granite”), Massachusetts Electric Company (‘’Mass 
Electric’), The Narragansett Electric Company (“Nar- 
ragansett’ ), and New England Power Company (“NEP- 
CO”), its subsidiary electric utility companies, (‘the 
borrowing companies”), have filed with this Commis- 
sion a post-effective amendment to its application- 
declaration previously filed in this matter pursuant to 
Sections 6(a), 7, 9(a), 10 and 12 of the Public Utility 
Holding Company Act of 1935 (‘“Act’ ) and Rules 

42, 43, 45 and 50 promulgated thereunder regarding 
the following proposed transactions. 


By order dated March 28, 1975 (HCAR No. 18897), 
this Commission, among other things, authorized the 
borrowing companies to issue through March 31, 1976, 
short-term promissory notes to certain designated 
banks and/or to NEES, and for Mass Electric and 
NEPCO to issue notes to dealers in commercial paper. 
The aggregate amount of notes of each borrowing com- 
pany to be held by the lenders at any one time are not 
to exceed $9,000,000 for Granite, $25,800,000 for 
Mass Electric, $130,000,000 for NEPCO, and $23,700,- 
000 for Narragansett. 


The maximum amounts of short-term borrowings by 
Mass Electric and NEPCO from banks and NEES to be 
outstanding at any one time will be reduced by the 
amount of its commercial paper outstanding at that 
time. 


Mass Electric now proposes to increase the authorized 
amounts of its borrowings of short-term promissory 
notes to certain designated banks and/or to NEES 
from $25,800,000 to $45,800,900. Mass Electric has 
outstanding $20,000,900 principal amount of First 
Mortgage Bonds, Series L, 814%, due October 1, 1975, 
and anticipates that such bonds will be paid at matur- 
ity from $20,000,000 of the proceeds of a refunding 
issue of Series N Bonds. Funds to effect the payment 
of the Series L Bonds must be deposited with the 
Trustee on or prior to maturity. However, the Terms 
and Conditions for Bids for the Series N Bonds pro- 
vide that Mass Electric may postpone the bidding or 
reject all bids. In addition, the Terms of Purchase en- 
title the Purchasers of the Series N Bonds to termin- 
ate their commitments to purchase on grounds of 
materially changed market conditions. If for these or 
any other reasons Mass Electric does not sell the Series 
N Bends prior to the maturity of the Series L Bonds, 
it must have available to it on short notice the funds 
to meet this maturity. Only in the event that Mass 
Electric does not sell the refunding issue of Series N 
Bonds will this increase in borrowing authority be 
used. Mass Electric proposes and requests this author- 
ity through March 31, 1976, or until the sale of a re- 
funding issue of bonds, whichever occurs first. 


The proceeds of the proposed borrowings are to be 
used by Mass Electric to pay its then outstanding 
notes payable to banks, dealers in commercial paper 
and/or to NEES at or prior to maturity thereof, and 
to provide new money for capital expenditures or 
reimburse its treasury thereof. 
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The proposed notes to banks and/or NEES will mature 
in less than one year from the date of issue and will be 
prepayable at any time, in whole or in part, without 
premium. Mass Electric will maintain sufficient operating 
balances to meet the lending banks’ compensating bal- 
ance requirements or in lieu thereof will pay fees to the 
banks equivalent to such compensating balance require- 
ments. The notes to banks will bear interest at not in ex- 
cess of the prime rate in effect at the time obrrowings 
are made or the prime rate plus the above-mentioned 
fees. The notes to NEES will bear interest at not in ex- 
cess of the prime rate in effect at the time borrowings 
are made. If the operating balances were maintained 
solely to fulfill prevailing compensating balance require- 
ments of about 10% to 20%, or fees equivalent thereto, 
the effective interest cost to the borrowing companies 
would be approximately 8.3% to 9.4% per annum, 

based on a prime rate of 72%. 


It is proposed that Mass Electric may prepay its notes 
to NEES, in whole or in part, with borrowings from 
banks or from sale of commercial paper, or that its 
borrowings from banks may be prepaid, in whole or in 
part, with borrowings from NEES, or from the sale of 
commercial paper. In the event of borrowings from 
banks at a higher interest rate or the sale of commercial 
Paper at a higher effective interest cost, to prepay notes 
to NEES, NEES will credit the borrowers for any excess 
interest from the date of issuance of the new notes or 
commercial paper to the normal maturity date of the 
notes to NEES being prepaid. Conversely, in the event 
of borrowing from NEES to prepay notes to banks, 

the interest rate of notes issued to NEES will be the 
lower of (1) the interest rate on the notes being pre- 
paid or (2) the prime interest rate then in effect, but 
with respect to (1) only to the maturity date of the 
notes so prepaid, and thereafter at the prime interest 
rate in effect at the time the new notes are issued. 


No state commission and no federal commission, other 
than this Commission, has jurisdiction over the pro- 
posed transactions. 


Due notice of the filing of said post-effective amend- 
ment to the application-declaration has been given in 
the manner prescribed in Rule 23 promulgated under 
the Act (HCAR No. 19126), and no hearing has been 
requested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are 
necessary ; and that it is appropriate in the public inter- 
est and in the interest of investors and consumers that 
said application-declaration, as amended, by said post- 
effective amendment, be granted and permitted to 
become effective: 


IT iS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said appli- 
cation-declaration, as amended by said post-effective 
amendment, be, and it hereby is, granted and per- 
mitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rule 24 promul- 
gated under the Act. 
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For the Commission, by the Division of Corporate 
_ pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19168/September 12, 1975 


In the Matter of 


MASSACHUSETTS ELECTRIC COMPANY 
Westborough, Massachusetts 01581 


(70-5714) 


ORDER AUTHORIZING ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


Massachusetts Electric Company (‘’Mass Electric”), an 
electric utility subsidiary company of New England Elec- 
tric System (“NEES”), a registered holding company, has 
filed an application-declaration and amendments thereto 
with this Commission pursuant to Sections 6(b), 9(a), 
10 and 12 of the Public Utility Holding Company Act 
> 1935 (‘Act’) and Rules 42 and 50 promulgated there- 
under regarding the following proposed transaction. 


Mass Electric proposes to issue and sell $40,000,000 
aggregate principal amount of First Mortgage Bonds, 
SeriesN, % to mature not more than 30 years from 
October 1, 1975. Such bonds will be sold pursuant to 
the competitive bidding requirements of Rule 50 and 
the interest rate (which shall be a multiple of 1/8 of 
1%) and the price exclusive of accured interest (which 
shall be not less than the principal amount nor more 
than 102.75% thereof) will be determined by compe- 
titive bidding. The bonds will be issued under the First 
Mortgage Indenture and Deed of Trust dated as of July 
1, 1949, between Mass Electric and State Street Bank 
and Trust Company; Trustee, as heretofore supple- 
mented and amended and as to be further supple- 
mented by a thirteenth Supplemental Indenture to 

be dated as of October 1, 1975. Mass Electric shall 
notify prospective bidders no later than the second 

full business day prior to the time designated for the 
submission of bids of (i) the maturity date of the bonds 
and (ii) whether or not the bonds shall be redeemable 
during the first five years of their term in connection 
with a refunding of the bonds at a lesser effective in- 
terest cost to Mass Electric. 


The proceeds from the sale of the bonds will be ap- 
plied to the payment of $20,000,000 Series L Bonds, 
8%%, maturing October 1, 1975, or to the payment 

of notes payable applied to the payment of the Series 
L Bonds, and the balance to the payment of outstand- 
ing short-term notes payable, issued to pay for capi- 
talizable expenditures, or to reimburse the treasury 





for capitalizable expenditures. 


The fees and expenses to be paid by Mass Electric are 
estimated at $105,000, including service fees, at cost, 
of New England Power Service Company, a wholly- 
owned subsidiary company of NEES, of $36,000. The 
fees of counsel for the underwriters, to be paid by the 
successful bidders, are estimated at $19,000. The Mass- 
achusetts Department of Public Utilities has authorized 
the proposed issue and sale of the bonds. No other 
state commission and no federal commission, other 
than this Commission, has jurisidiction over the pro- 
posed transaction. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 19130), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the re- 
cord, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied and 
that no adverse findings are necessary; and that it is 
appropriate and in the public interest and in the inter- 
est of investors and consumers that said application- 
declaration, as amended, be granted and permitted 

to become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rules 24 

and 50 promulgated under the Act. 


For the Commission, by the Division of Corporate Re- 
gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19169/September 15, 1975 


In the Matter of 


NORTHEAST UTILITIES 
P. O. Box 270 
Hartford, Connecticut 06101 


THE CONNECTICUT LIGHT AND POWER COMPANY 
THE HARTFORD ELECTRIC LIGHT COMPANY 
WESTERN MASSACHUSETTS ELECTRIC COMPANY 
NORTHEAST NUCLEAR ENERGY COMPANY 


(70-5734) 


NOTICE OF PROPOSED FINANCING OF NUCLEAR 
FUEL CORES AND RELATED TRANSACTIONS 
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NOTICE IS HEREBY GIVEN that Northeast Utilities 
(“Northeast’’), a registered holding company; The Con- 
necticut Light and Power Company (“CL&P”), The Hart- 
ford Electric Light Company (““HELCO”), and Western 
Massachusetts Electric Company (“WMECO”), public- 
utility subsidiary companies of Northeast; and North- 
east Nuclear Energy Company (“NNEC”), a subsidiary 
company of Northeast formerly known as The Mill- 
stone Point Company, have filed an application-declara- 
tion with this Commission pursuant to the Public Util- 
ity Holding Company Act of 1935 (“Act”), designating 
Sections 6(a), 7. 9, 10, 12, and 13 thereof and Rules 43 
and 45 promulgated thereunder as applicable to the 
proposed transactions. All interested persons are refer- 
red to the application-declaration, which is summarized 
below, for a complete statement of the proposed trans- 
actions. 


CL&P, HELCO, and WMECO are the owners as tenants- 
in-common (“Owners”) of the nuclear generating units 
known as Millstone Unit Nos. 1 and 2 located at the 
Millstone NUCLEAR Power Station, with 53%, 28%, 
and 19% ownership interests, respectively. Millstone 
Unit No. 1 with a capacity of approximately 660,000 
kilowatts was placed in operation late 1970. It is ex- 
pected that Millstone Unit No. 2 with a capacity of 
approximately 830,000 kilowatts will be placed in 
service late 1975. NNEC is acting as the agent of the 
Owners with respect to the construction and operation 
of these units pursuant to an Operating Agreement. It 
receives no fee for this service, and all costs are paid 

by the Owners. 


NNEC owns the fuel for the Unit Nos. 1 and 2 re- 
actors. It has issued its own securities to pay for the 
fuel. Its use is governed by a Fuel Supply Contract 
with CL&P, HELCO, and WMECO described below. 


NNEC proposes to issue and sell to The Aetna Life 
Insurance Company (“‘Aetna’’) and to The Travelers 
Insurance Company (“Travelers’’), an aggregate of 
$20,000,000 principal amount of its 11-1/4% Secured 
Notes, Series B, due December 1, 1982 (“Series B Se- 
cured Notes”). The terms of sale were negotiated di- 
rectly with Aetna and Travelers by the applicants- 
declarants, and no finder’s fee or other fee, commis- 
sion, or expenses will be paid to any third person (other 
than the expenses of their associate company, North- 
east Utilities Service Company) for negotiating the trans- 
action. |t is anticipated that Aetna and Travelers will 
each purchase $10,000,000 principal amount of the 
Series B Secured Notes. The price to be paid to NNEC, 
exclusive of accrued interest, will be 100% of the prin- 
cipal amount thereof. 


The Series B Secured Notes will be issued under a 
Second Supplemental Indenture dated as of October 1, 
1975. The terms will include a provision that no Series 
B Secured Note shall be redeemed at the applicable 
general redemption price prior to December 1, 1980, 
if such redemption is for the purpose of or in anticipa- 
tion of refunding such Series B Secured Note, directly 
or indirectly, with funds borrowed by NNEC at an 
effective interest cost to NNEC of less than 11-1/4%. 
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The Series B Secured Notes will not provide for a sinking 
fund. 


In addition to the security provided by the Indenture and 
the Fuel Supply Contract, it is proposed that Northeast 
will enter into an agreement with Aetna and Travelers 
guaranteeing NNEC’s payment of the principal and inter- 
est on said notes and will provide satisfactory assurance 
that the Owners wili not take any action to rescind the 
Fuel Supply Contract during the term of the Series B 
Secured Notes. 


The net proceeds from the sale of the Series B Secured 
Notes will be used by NNEC to meet in part NNEC’s 
obligation (currently estimated to be approximately 
$26,900,000 on October 15, 1975, the proposed date 
of sale of said notes) to pay the costs related to the nu- 
clear fuel for Millstone Unit No. 2. This fuel has now 
been delivered to NNEC and will be used as the basis 
for the issuance of the Series B Secured Notes pursuant 
to the Indentures. NNEC must make the payment for 
the fuel on or before October 28, 1975. The balance of 
the repayment will be made from a capital contribution 
from Northeast of $3,000,000 previously authorized by 
the Commission (HCAR No. 18884), additional bank 
borrowings of $1,000,000 herein further discussed, and 
internal cash. 


Prior to the proposed issuance and sale of the Series B 
Secured Notes, NNEC proposes to amend the Indenture 
to expand the types of nuclear fuel financing which are 
permitted thereunder. Such amendments are designed 
to permit NNEC to finance nuclear fuel required to be 
provided by one or more of the Northeast Utilities oper- 
ating companies where such operating companies have 
only a minority ownership interest in the particular 
nuclear unit in which the fuel is to be used. The Inden- 
ture is presently structured so that NNEC may finance 
nuclear fuel only where the Northeast Utilities compan- 
ies own at least at 51% interest. The Indenture amend- 
ments would permit NNEC to finance the purchase of 
nuclear fuel for a unit to the extent of the particular 
minority interest. It is stated that, since the trend in 
the New England electric utility industry is for several 
utilities to own as joint owners varying-sized interests 
in nuclear units throughout New England, including 
minority interests, and since the Northeast Utilities 
companies have and will continue to have an obligation 
to finance their ownership interest in the nuclear fuel 
for said units, it is considered desirable to amend the 
Indenture to permit such financing thereunder. The 
proposed amendments also include various minor tech- 
nical changes in the Indenture. Travelers, the sold hold- 
er of the outstanding Series A Secured Notes, has indi- 
cated its consent to the proposed amendments. 


NNEC, as part of its general financing program, also 
proposes to issue and sell up to $22,500,000 of notes 
to banks outstanding at any one time. Although no 
formal commitments for NNEC’s bank borrowings have 
been made, NNEC expects that a portion of such bor- 
rowings will be effected from the following banks in 
the following maximum amounts. 




















Maximum Amount 








The Connecticut Bank and Trust 
Company, Hartford, Connecti- 
cut $10,000,000 


Hartford National Bank and Trust 
Company, Hartford, Connecti- 


cut $ 7,000,000 
The Colonial Bank and Trust 
Company, Waterbury, Con- 
necticut $ 3,000,000 
Connecticut National Bank, 
Bridgeport, Connecticut 2,500,000 
22,500,000 


Any bank borrowings to be effected from additional 
banks or in larger maximum amounts will be subject 
to filing post-effective amendments and further orders 
of the Commission. 


The proposed bank notes will each be dated the date 
of issue, will have a msximum maturity date of nine 
months with right of renewal, will bear interest at the 
prime rate in effect from time to time at the lending 
bank (adjusted as of the date of any change in such 
rate), will be subject to prepayment at any time at 
NNEC’s option without premium, and will be sub- 
ordinated to any secured notes issued by NNEC. Com- 
pensating balances of 10% of the credit line plus 10% 
of the average borrowings are required by the above 
banks. The effective interest rate for the borrowings 
would be 9.4% based on a 7.5% prime rate. No mini- 
mum interest rate is specified by any bank. Although 
NNEC’s permanent financing program contemplates 
that the bank notes will be issued, renewed, repaid, 
and/or re-issued from time to time through December 
31, 1978, to meet the proposed financing program 
and will at no time exceed $25,000,000, at this time 
NNEC is requesting Commission authorization to issue 
the bank notes in the amounts specified above for the 
period through March 31, 1977. 


NNEC’s Fuel Supply Contract with CL&P, HELCO, 
and WMECO obligates NNEC to provide the fuel for 
the operation of Unit Nos. 1 and 2, including replace- 
ment fuel, and to arrange for, and pay all expenses 
with respect to, the reprocessing and recovery of 
spent fuel. Under the contract, the Owners are ob- 
tigated to reimburse NNEC for its expenses with 
respect to the fuel as follows: 


With respect to each month commencing as of 
the date hereof each Owner shall pay [NNEC] 
an amount equal to its Ownership Percentage 

of the sum of (a) all expenses of [NNEC] for 
the month with respect to the nuclear core ele- 
ments and (b) to the extent not so included in 
(a), an amount equal to one-twelfth of 8.5% per 
annum of [NNEC’s] total capitalization, includ- 
ing short-term borrowings, as at the end of the 
preceding month. 





It is stated that, in recognition of the interest rate 
to be payable on the Series B Secured Notes and in view 
of their experience under the Fuel Supply Contract to 
date, NNEC and the Owners propose to amend said con- 
tract, effective on and after the issue of the Series B 
Secured Notes, in two respects as follows: (i) interest 
and other costs cf NNEC’‘s short-term borrowings shall 
constitute “expenses” under clause (a) of said paragraph 
and such borrowings shall specifically be excluded from 
NNEC’s capitalization under clause (b); and (ii) the rate 
per annum specified in clause (b) shall be 11.7% rather 
than 8.5%, in order to permit NNEC to secure a rate of 
return on its common equity of approximately 14%, 
the minimum return on common equity deemed suffi- 
cient by the companies. Notwithstanding the foregoing, 
it is stated that, in view of the need to have the applica- 
tion-declaration be granted and become effective as 
promptly as possible, applicants-declarants agree that 
the Commission may initially permit an increase in such 
rate overall only to 10% per annum, and that a further 
increase in such rate to 11.7% per annum shall be effec- 
tive only upon the further order of the Commission. Ap- 
plicants-declarants have requested that at an agreeable 
date the Commission order a hearing be held on the 
proposed increase in such rate to 11.7%. 


The fees and expenses to be incurred in connection 

with the proposed transactions are to be filed by amend- 
ment. It is stated that the approval of the Connecticut 
Public Utilities Commission will be required for the 
issue by NNEC of its Series B Secured Notes and that 
no other State commission and no Federal commission, 
other than this Commission, has jurisdiction over the 
proposed transactions. Rule 24 notification regarding 
the nuclear fuel financing is to be filed quarterly. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than October 8, 1975, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such request, 
and the issues of fact or law raised by said application- 
declaration which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D. C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail 

if the person being served is located more than 500 
miles from the point of mailing) upon the applicants- 
declarants at the above-stated address, and proof of 
service (by affidavit or, in case of an attorney at law, 

by certificate) should be filed with the request. At any 
time after said date, the application-declaration, as 

filed or as it may be amended, may be granted and 
permitted to become effective as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 there- 
of or take such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether a 
hearing is ordered will receive any notices or orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19170/September 15, 1975 


In the Matter of 


ALABAMA POWER COMPANY 
Birmingham, Alabama 


(70-5721) 


ORDER AUTHORIZING ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


Alabama Power Company (“Alabama”), an electric util- 
ity subsidiary company of The Southern Company, a re- 
gistered holding company, has filed an application and 
amendments thereto with this Commission pursuant to 
Section 6(b) of the Public Utility Holding Company Act 
of 1935 (““Act’’) and Rule 50 promulgated thereunder 
regarding the following proposed transaction. 


Alabama proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50 under the Act, 
up to $35,000,000 principal amount of its First Mort- 
gage Bonds, % Series due October 1, having a term 
of not less than 5 years nor more than 30 years. Alabama 
will decide on the term of the new bonds and notify pro- 
spective bidders thereof not less than 72 hours prior to 
the time of the bidding. The interest rate (which shall be 
a multiple of 1/8%) and the price, exclusive of accrued 
interest, to be paid to Alabama (which shall be not less 
than 99% nor more than 102-3/4% of the principal 
amount thereof) will be determined by the competitive 
bidding. The bonds will be issued under an Indenture 
dated as of January 1, 1942, between Alabama and 
Chemical Bank, as Trustee, as heretofore supplemented 
and as to be further supplemented by a Supplemental In- 
denture to be dated as of October 1, 1975, which includes 
a prohibition until October 1, 1980 against refunding 

the bonds with the proceeds of funds borrowed at a 
lower effective interest cost. 


Alabama proposes to use the proceeds from the sale 

of the bonds together with: (1) cash contributions to 
capital of $67,000,000 by the Southern Company dur- 
ing 1975 heretofore authorized by the Commission 
(HCAR No. 18924 (April 9, 1975)), (2) funds pro- 
vided from bond issues of public authorities for finan- 
cing certain of Alabama’s pollution control facilities, 
(3) funds provided from the sale and leaseback of 
properties, (4) proceeds from the sale of $65,000,000 
principal amount of additional first mortgage bonds 
and 250,000 shares ($25,000,000) of preferred stock 
later in 1975, (all of such financing to be subject to 
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Commission authorization), and (5) cash on hand 
in excess of operating requirements, interest, and 
dividends, to finance its 1975 construction program 
(estimated at $434,568,000), to pay notes payable 

in the form of notes to banks and commercial paper 
notes incurred for such purpose, $200,725,000 of 
which were outstanding as of September 9, 1975, and 
for other lawful purposes. Alabama estimates that no 
additional financing will be required for construction 
pruposes during 1975, except for the issuance and 
sale of short-term bank notes and commercial paper 
notes authorized by the Commission (HCAR No. 
18926 (April 9, 1975)). It is estimated that $157,- 
263,000 of such notes payable will be outstanding at 
December 31, 1975. 


The Alabama Public Service Commission has authorized 
the proposed issuance and sale of bonds by Alabama. 
No other State commission and no Federal commission, 
other than this Commission, has jurisdiction over the 
proposed transaction. The fees and expenses to be in- 
curred in connection with the proposed transaction are 
estimated at $208,000, including system service com- 
pany fees, at cost, of $7,000, legal fees of $40,000, 

and accountants’ fee of $27,000. The fee of counsel 

for the underwriters, to be paid by the successful bid- 
ders, is estimated at $13,000. 


Due notice of the filing of said application has been 

given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19127), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the rules there- 
under are satisfied and that no adverse findings are neces- 
sary; and that it is appropriate in the public interest and 
in the interest of investors and consumers that said appli- 
cation, as amended, be granted: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application, 

as amended, be, and it hereby is, granted, effective forth- 
with, subject to the terms and conditions prescribed in 
Rules 24 and 50 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19171/September 15, 1975 


In the Matter of 


THE POTOMAC EDISON COMPANY 
Hagerstown, Maryland 21740 
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(70-5722) 


)DRDER AUTHORIZING PROPOSED ISSUE AND 
SALE OF FIRST MORTGAGE BONDS AT COMPE- 
TITIVE BIDDING 


The Potomac Edison Company (“‘Potomac”’), an electric 
utility subsidiary company of Allegheny Power System, 
Inc., a registered holding company, has filed an applica- 
tion-declaration, and amendments thereto, with this 
Commission pursuant to Sections 6 and 7 of the Public 
Utility Holding Company Act of 1935 (“Act”) and Rule 
50 promulgated thereunder regarding the following pro- 
posed transaction. 


Potomac proposes to issue and sell, subject to the compe- 


titive bidding requirements of Rule 50 under the Act, 
up to $30,000,900 principal amount of First Mortgage 
Bonds, in one or more series, each such series to mature 
in not less than 5 and not more than 30 years (“‘bonds’’). 
Prospective bidders for the bonds will be notified of 
the maturity of the bonds not less than 72 hours prior 

to the day the bonds are to be offered. The interest rate 
(which will be expressed in a multiple of 1/8 of 1%) and 
the price of the bonds (which shall not be less than 99% 
nor more than 102.75% of the principal amount thereof) 
will be determined by the competitive bidding. Terms of 
the bonds will preclude Potomac from redeeming any 

of the bonds prior to October 1, 1980, if such redemp- 
tion is for the purpose of refunding the bonds with pro- 

is of funds borrowed at a lower effective interest 

ost. The bonds will be issued under an Indenture dated 
as of October 1, 1944, between Potomac and Chemical 
Bank, as Trustee, as heretofore supplemenied and as to 
be further supplemented by a Supplemental Indenture 
to be dated as of October 1, 1975. 


Proceeds from the sale of the bonds will be used to pay 
or prepay outstanding short-term debt of Potomac and 
for Potomac’s construction program. Potomac expects 
that at the time of issuance of the bonds, it will have 
$50,000,000 in short-term debt outstanding. 


The Public Service Commission of Maryland, the 

State Corporation Commission of Virginia and the 
Pennsylvania Public Utility Commission have author- 
ized various aspects of the proposed transaction and no 
other state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transaction. Fees and expenses to be incur- 
red in connection with the proposed transaction are 
estimated at $128,000, including legal fees of $15,000 
and accountants’ fees of $35,000. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 19119), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of facts in the record, it 
is hereby found that the appliable standards of the 

Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropri- 
ate in the public interest and in the interest of invest- 
ors and consumers that said application-declaration, as 





amended, be granted and permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted and 
permitted to become effective forthwith, subject to the 
terms and conditions prescribed in Rules 24 and 50 pro- 
mulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19172/September 15, 1975 


In the Matter of 


CONNECTICUT YANKEE ATOMIC POWER COMPANY 
Hartford, Connecticut 


(70-5614) 


SUPPLEMENTAL ORDER REGARDING ISSUANCE 
AND SALE OF NOTES TO BANKS AND TO A DEALER 
IN COMMERCIAL PAPER AND EXCEPTION FROM 
COMPETITIVE BIDDING 


Connecticut Yankee Atomic Power Company (“Connecti- 
cut Yankee”), an electric utility subsidiary company of 
Northeast Utilities and of New England Electric System, 
both of which are registered holding companies, has filed 
with this Commission a post-effective amendment to the 
declaration in this proceeding pursuant to Sections 6(a) 
and 7 of the Public Utility Holding Company Act of 
1935 (‘Act’) and Rule 50(a)(5) promulgated thereunder 
regarding the following proposed transactions. 


By order in this proceeding dated February 28, 1975 
(HCAR No. 18835), the Commissica authorized Connec- 
ticut Yankee to issue and sell, from time to time on or 
before March 1, 1976, short-term securities in an aggre- 
gate principal amount not to exceed $30,000,000 out- 
standing at any one time, such securities to be in the form 
of short-term notes issued to banks or commercial paper 
issued to a dealer in such securities. It is now proposed 
that the aggregate principal amount of said short-term 
securities to be outstanding be increased to $35,000,000. 


It is riow stated that the funds to be derived from the 
issuance and sale of bank notes and commercial paper 
will be applied by Connecticut Yankee (i) to repay exist- 
ing bank notes and commercial paper presently outstand- 
ing pursuant to said order of the Commission in this pro- 
ceeding and (ii) to provide funds for the purchase of re- 
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placement turbine rotors and of additional nuclear fuel. 
As of August 1, 1975, the company had outstanding short- 
term borrowings of $27,025,000, consisting of commercial 
paper, and it is anticipated that an additional $7,365,000 
will be required in September 1975 for nuclear fuel and 

an additional $2,300,000 will be required in both October 
and November 1975 for the replacement turbine rotors. 
The difference between the funds needed and the amount 
available through said short-term borrowings will be pro- 
vided by internal sources of cash. 


Connecticut Yankee now intends, subject to Commission 
authorization, to sell up to $20,000,000 of debentures 
by private placement to institutional investor(s) in Jan- 
uary 1976 and to have a quantity of commercial paper 
remain outstanding after such long-term financing as a 
continuing component of the fuel financing program. 


Connecticut Yankee has requested that the issue and 
sale of its commercial paper notes be excepted from the 
competitive bidding requirements of Rule 50 pursuant to 
paragraph (a)(5) thereof in view of the fact that current 
rates for commercial paper for prime borrowers such as 
Connecticut Yankee are readily ascertainable by refer- 
ence to daily financial publications and that it is not 
practicable to invite cmpetitive bids for commercial 
paper. Connecticut Yankee has also requested that the 
certificates under Rule 24 be filed on a quarterly basis 
with respect to the commercial paper. 


No State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of the post-effective amendment 
to the declaration has been given in the manner prescrib- 
ed in Rule 23 promulgated under the Act (HCAR No. 
19135), and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied and that 
no adverse findings are necessary; and that it is appropri- 
ate in the public interest and in the interest of investors 
and consumers that said declaration, as now amended, 
be permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as now amended, be, and it hereby is, permitted to be- 
come effective forthwith, subject to the terms and con- 
ditions prescribed in Rule 24 promulgated under the 
Act, except that the time for filing the certification 
thereunder with respect to the proposed transactions 

is extended so as to allow filing on a quarterly basis. 


For the Commission, by the Division of Corporate Re- 
gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19173/September 15, 1975 


In the Matter of 


EASTERN UTILITIES ASSOCIATES 
Boston, Massachusetts 02107 


BROCKTON EDISON COMPANY 
Brockton, Massachusetts 02403 


MONTAUP ELECTRIC COMPANY 
Fall River, Massachusetts 02722 


(70-5719) 


ORDER AUTHORIZING PROPOSED CHARTER 
AMENDMENT TO INCREASE SUBSIDIARY’S 
AUTHORIZED PREFERRED STOCK; ISSUE AND 
SALE OF PREFERRED STOCK AND FIRST MORT- 
GAGE BONDS BY ONE SUBSIDIARY AT COMPE- 
TITIVE BIDDING 


Eastern Utilities Associates, a registered holding com- 
pany, and two of its electric utility subsidiary companies, 
Brockton Edison Company (“Brockton”) and Montaup 
Electric Company (‘“Montaup”), have filed an applica- 
tion-declaration, and amendments thereto, with this 
Commission pursuant to Sections 6, 7, 9, 10, 12(b), 
12(c) and 12(d) of the Public Utility Holding Company 
Act of 1935 (‘Act’) and Rules 43 and 50 promulgated 
thereunder regarding the following proposed transac- 
tions. 


Brockton proposes to amend its Articles of Organization 
to increase its capital stock in an amount not to exceed 
$6,000,000, consisting of not more than 60,000 shares 
of its % preferred stock, par value $100 per share 
(“stock”’) and to sell such stock through competitive 
bidding. Brockton has withdrawn its earlier request for 
exception from the competitive bidding requirements 
under the Act for the sale of the stock. The dividend 
rate of the stock (which shall be a multiple of .04% of 
the par value) and the price to be paid to Brockton (which 
shall not be less than $100 nor more than $102.75 per 
share) will be determined by the competitive bidding. 


Terms of the stock provide that the stock will be re- 
deemable as a whole or in part at a redemption price 
equal to the public offering price of the stock plus 
100% of the annual dividend rate for the first five 

years, with the percentage declining to 75%, 50% and 
25% in the second, third and fourth five-year periods, 
respectively, and to 10% thereafter. However, redemp- 
tion for the purpose of refunding the stock at an effec- 
tive dividend cost or interest cost less than the effective 
dividend cost of the stock will be prohibited prior to 
September 30, 1980, and will be permitted during the 
second five years only upon payment of the full initial 
redemption price (public offering price plus 100% of 
the annual dividend rate). On and after October 1, 1985, 
the redemption price of the stock for any purpose will 
be, in each period, the regular redemption price for 
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such period as previously described. 


Terms of the stock further provide that there will be 

a sinking fund which will require Brockton to redeem 

at the initial public offering price plus accrued dividends 
3,000 shares of the stock on each October 1, beginning 
in 1980. This obligation will be cumulative. Brockton 
will also have the right beginning in October 1, 1980, 

to redeem at the same price not more than an additional 
3,000 shares each year. This latter right will not be 
cumulative. 


So long as a default exists on any obligation of Brockton 
with respect to the sinking fund for the stock, there will 
be prohibition against Brockton’s paying any dividend 

or making any other distribution on junior stock, except 
dividends payable in shares of such junior stock (the only 
such junior stock issue by Brockton is its common stock, 
all of which is held by EUA). 


Brockton also proposes to issue and sell up to $20,000,- 
000 principal amount of its First Mortgage and Collater- 
al Trust Bonds, % Series, due 1985 (“bonds”) by 
competitive bidding. The interest rate on the bonds 
(which shall be a multiple of 1/8 of 1%) and the price 

to be paid to Brockton (which shall be not less than 
100% nor more than 102 3/4% of the principal amount 
of the bonds) will be determined by competitive bid- 
ding. The bonds are to be issued under Brockton’s In- 
denture of First Mortgage and Deed of Trust dated as 
of September 1, 1948, between Brockton and State 
Street Bank and Trust Company, Trustee (““Inden- 
ture”), as heretofore supplemented and as to be fur- 
ther supplemented by a Tenth Supplemental Indenture 
between Brockton and the Trustee. The Supplemental 
Indenture may contain a prohibition against redemp- 
tion of the bonds prior to October 1, 1980, in connec- 
tion with the refunding of such bonds with funds ob- 
tained at a lower effective interest cost to Brockton. 


Net proceeds from the sale of the stock and bonds by 
Brockton will be applied by Brockton to the purchase 
of debenture bonds proposed to be issued by Montaup, 
as described below. 


Montaup proposes to issue and sell to Brockton, and 
Brockton proposes to acquire, up to $26,000,000 
principal amount of Montaup’s % Debenture Bonds 
due 2005 (“debenture bonds”). The record is incom- 
plete with respect to the proposed sale of the debenture 
bonds. 


The Department of Public Utilities of the Common- 
wealth of Massachusetts has authorized various aspects 
of the proposed transactions. The Public Utilities Com- 
mission of the State of Connecticut has jurisdiction 
with respect to the proposed sale of debenture bonds 
by Montaup but there has not been an order issued by 
that Commission. No other state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. Fees and 
expenses to be incurred in connection with the issue 
and sale of the (1) stock are estimated at $44,500 in- 
cluding legal fees of $9,150 and accountants’ fees of 










$6,000, (2) bonds are estimated at $99,000, including 
legal fees of $23,550 and accountants’ fees of $6,000. 
Fees and expenses of counsel to the successful bidders 
for the stock and bonds are estimated at $8,300 and 
$19,000, respectively, and will be paid by the successful 
bidders. Fees and expenses to be incurred in connection 
with the proposed sale of the Montaup debenture bonds 
are estimated at $12,150, including legal fees of $9,100. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 pro- 
mulgated under the Act (HCAR No. 19128), and no 
hearing has been requested of or ordered by the Commis- 
sion. Upon the basis of the facts in the record, it is here- 
by found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in the 
public interest and in the interest of investors and con- 
sumers that said application-declaration, as amended, be 
granted and permitted to become effective; except inso- 
far as it relates to issuance of the Montaup debenture 
bonds. 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and_rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, except as 
it relates to the issue and sale of the Montaup debenture 
bonds, subject to the terms and conditions prescribed in 
Rules 24 and 50 promulgated under the Act and subject 
further to the reservation of jurisdiction ordered below. 


IT iS FURTHER ORDERED that jurisdiction be, and 
it hereby is, reserved with respect to the issuance by 
Montaup of its debenture bonds. 


For the Commission, by the Division of Corporate Re- 
gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19174/September 16, 1975 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
New York, New York 


(70-5725) 


ORDER AUTHORIZING GUARANTY BY HOLDING 
COMPANY UNDER OHIO WORKMEN’S COMPENSA- 
TION LAW FOR TWO SUBSIDIARY COMPANIES 


Consolidated Natural Gas Company (“Consolidated”), a 
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registered holding company, has filed a declaration 
with this Commission pursuant to Section 12(b) of 
the Public Utility Holding Company Act of 1935 
(“Act”) and Rule 45 promulgated thereunder regard- 
ing the following proposed transaction. 


Consolidated Gas Supply Corporation (“Supply Cor- 
poration”) is a wholly-owned subsidiary of Consoli- 
dated. It is engaged in the retail sale and distribution 
of natural gas in the State of West Virginia, supplies 
natural gas at wholesale to each of the other of Con- 
solidated’s public-utility subsidiaries (except West 
Ohio Gas Company) and to certain nonaffiliated 
public utilities, as well as providing gas storage ser- 
vice. In the performance of its business, Supply Cor- 
poration operates pipelines and two compressor 
stations in the State of Ohio and employs approxi- 
mately 30 persons in that State. East Ohio Gas Com- 
pany (“East Ohio”) is also a wholly-owned subsidiary 
of Consolidated and is engaged in the retail sale and 
distribution of natural gas in the State of Ohio. East 
Ohio has approximately 3,100 employees, all in 
Ohio. 


Heretofore, Supply Corporation and East Ohio have 
been self-insurers under the Ohio Workmen’s Com- 
pensation Law. The said subsidiary companies pro- 
Pose to maintain such self-insured status, thereby 
effecting substantial monetary savings. Now, how- 
ever, the Bureau of Workmen’s Compensation of The 
Industrial Commission of Ohio has advised that it 
will require corporations holding fifty percent or 
more of the stock of a self-insured subsidiary to exe- 
cute a Contract of Guaranty if the subsidiary is to 
maintain its self-insured status. 


In essence, said Contract of Guaranty calls upon Con- 
solidated to “guarantee, promise and agree to and with 
the said Industrial Commission of Ohio that, if the 
application for self-insurance is granted, the said (East 
Ohio or Supply Corporation) will well and truly per- 
form and fulfill everything on its part to be performed 
at the times and in the manner provided by the said 
Workmen’s Compensation Law of Ohio, and also that 
the payments provided for by the said Workmen’s 
Compensation Law of Ohio and any amendments 
thereto or supplemental thereof, shall be promptly 
paid in accordance with the provisions of the said 
law; and that in case of the failure of the said (East 
Ohio or Supply Corporation) to pay such liability 
when due, it, the said Consolidated Natural Gas 
Company will pay the same.” Such guarantee appears 
from the terms of the Contract to be continuing, un- 
less terminated in writing by Consolidated upon 30 
days’ written notice upon substitution of other se- 
curity satisfactory to the Industrial Commission or 
payment is made in full by Consolidated or the 
affected subsidiary respecting existing liabilities 

under the Workmen’s Compensation Law. Con- 
solidated proposes and requests authorization to 
execute and deliver said Contract of Guaranty. 


In 1974, Supply Corporation’s total liability for work- 
men’s compensation amounts paid and reserved for 
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payment for wages, medical, disability benefits, death, 


etc., amounted to approximately $600; East Ohio's 
amounted to $86,000. It is stated that these amounts 
can and should reasonably be expected to fluctuate 
somewhat from year to year, and, consequently, Con- 
solidated’s indemnification exposure under the Contract 
of Guaranty will vary. 


No State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said declaration has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (HCAR No. 19136), and no hearing has been re- 
quested of or ordered by the Commission. Upon the basis 
of the facts in the record, it is hereby found that the ap- 
plicable standards of the Act and the rules thereunder 

are satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 

the interest of investors and consumers that said declara- 
tion be permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provision 
of the Act and rules thereunder, that said declaration be, 
and it hereby is, permitted to become effective forth- 
with, subject to the terms and conditions prescribed in 
Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Re- 
gulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19175/September 17, 1975 


In the Matter of 


METROPOLITAN EDISON COMPANY 
Berks County, Pennsylvania 19605 


(70-5724) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS AT COMPETITIVE 
BIDDING 


Metropolitan Edison Company (“Met-Ed”’), an electric 
utility subsidiary company of General Public Utilities 
Corporation, a registered holding company, has filed 
an application and an amendment thereto with this 
Commission pursuant to Section 6(b) of the Public 
Utility Holding Company Act of 1935 (““Act’’) and 
Rule 50 promulgated thereunder regarding the follow- 
ing proposed transaction. 


Met-Ed proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50 under the 
Act, up to $45,000,000 principal amount of First 
























(“Bonds”). The interest rate (which will be a multiple 
of 1/8 of 1%) and the price (which will be not less 

than 98% and not more than 101% of the principal 
amount of the Bonds, plus accrued interest from Octo- 
ber 1, 1975, to the date of delivery) will be determined 
by competitive bidding. The bidding procedure will not 
establish a minimum or maximum interest rate within 
which bids may be submitted. The Bonds will be issued 
under the Indenture, dated as of November 1, 1944 be- 
tween Met-Ed and Guaranty Trust Company of New 
York (now Morgan Guaranty Trust Company of New 
York), Trustee, as heretofore supplemented and amend- 
ed, and as to be further supplemented and amended by 
a Supplemental Indenture to be dated as of September 
25, 1975. None of the Bonds may be redeemed at the 
option of Met-Ed prior to October 1, 1980, if the funds 
for such redemption are obtained at an interest cost 
lower than the yield of the Bonds, except under certain 
circumstances. 


1 f Mortgage Bonds, due not later than October 1, 2005 


The entire proceeds (exclusive of any premium or dis- 
count and accrued interest) from the sale of the Bonds 
will be applied to the payment at or before maturity 
of all or a portion of Met-Ed’s $40,000,000 of short- 
term bank loans expected to be outstanding at the date 
of the sale of the Bonds and/or retirement before ma- 
turity of Met-Ed’s $11,000,000 principal amount of 
First Mortgage Bonds due 1976-1978 and/or to reim- 
burse Met-Ed’s treasury for funds previously expended 
), therefrom for construction purposes. The estimated 

\ cost of Met-Ed’s 1975 construction program is approxi- 
mately $65,000,000 (including allowance for funds 
used during construction). At August 5, 1975, Met-Ed 
had short-term bank loans outstanding of $30,725,000. 


~ 


The fees and expenses to be incurred by Met-Ed in 
connection with the proposed transaction are estimated 
at $140,000, including legal fees of $37,500. Printing 
and engraving expenses are estimated at $55,000. Fees 
and expenses for the underwriters, to be paid by the 
successful bidder, are estimated at $22,500. 


Met-Ed has filed a certificate of the Pennsylvania Public 
Utility Commission stating that its application for auth- 
ority to issue and sell the bonds has been duly register- 
ed and is effective. No other state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19139), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisified and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said application, as amended, be granted: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and the rules thereunder, that said application, 
as amended, be, and it hereby is, granted forthwith, sub- 
ject to the terms and conditions prescribed in Rules 24 















and 50 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19176/September 17, 1975 


In the Matter of 


APPALACHIAN POWER COMPANY 
Roanoke, Virginia 


(70-5687) 


SUPPLEMENTAL ORDER AUTHORIZING REVISION 
OF LIST OF BANKS AND AMOUNTS OF THEIR PAR- 
TICIPATION 


Appalachian Power Company (“Appalachian”’), an elec- 
tric utility subsidiary company of American Electric 
Power Company, Inc. (“AEP”), a registered holding 
company, has filed with this Commission post-effective 
amendments to its application previously filed in this 
matter pursuant to Section 6(b) of the Public Utility 
Holding Company Act of 1935 (“Act”) regarding the 
following proposed transactions. 


By order dated July 31, 1975 (HCAR No. 19108), the 
Commission authorized Appalachian, for the period com- 
mencing July 1, 1975 and ending June 30, 1976, to issue 
and sell short-term notes to banks and to dealers in com- 
mercial paper in an aggregate amount not to exceed $115,- 
000,000 outstanding at any. one time. Appalachian had 
requested a $200,000,000 authorization for the period 
covered by the request. Jurisdiction was reserved to 
grant the further relief applied for in whole or in part. 
The notes were to be issued to 98 banks from time to 
time prior to June 30, 1976, as funds are required, pro- 
vided that none of the notes or commercial paper will 
mature later than December 31, 1976. 


Appalachian now seeks authority to revise the list of 
banks by designating one additional bank and by in- 
creasing the maximum amount to be borrowed and 
outstanding at any one time from one bank previously 
designated. The aggregate amount actually borrowed 
from banks will not exceed $115,000,000. 


Each note payable to a bank to be issued by Appa- 
lachian will mature not more than 270 days after the 
date of issuance or renewal thereof, wi!l bear interest 
not greater than the prime rate of commercial banks 
in effect at the time of issuance or in effect from time 
to time, and will be prepayable at any time without 
premium or penalty. Appalachian will be required to 
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maintain compensating balances of approximately 20% 
of the bank lines made available by such banks. If the 
full amount were borrowed from the banks, the effec- 
tive interest cost to Appalachian, based on a prime 
commercial rate of 7%%, would be 9.38%. 


Appalachian states that the proceeds from the issue 

and sale of the notes will be used by Appalachian to 
reimburse its treasury for past expenditures made in 
connection with its construction program and to pay 
part of the cost of its future construction program. 
Such construction expenditures for the years 1975 and 
1976 are estimated at approximately $140,000,000 and 
$130,000,000, respectively. 


The Virginia State Corporation Commission has authorized 
Appalachian to incur short-term debt not to exceed an 
aggregate outstanding amount of $125,000,000 through 
September 30, 1975. No other state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standrads of the Act and the 
rules thereunder are satisified, and that no adverse find- 
ings are necessary; and that it is appropriate in the pub- 
lic interest and in the interest of investors and consum- 
ers that said application, as amended by said post-effec- 
tive amendments, be granted in part: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and the rules thereunder, that said post-effec- 
tive amendments to the application, as amended, be, and 
they hereby are, granted effective forthwith subject to 
the limitations contained in the order of July 31, 1975, 
and further subject to the terms and conditions prescrib- 
ed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








INVESTMENT COMPANY ACT 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8933/September 12, 1975 


In the Matter of 


NATIONAL MUNICIPAL TRUST, 
FIRST INSURED DISCOUNT SERIES 
AND SUBSEQUENT SERIES 

c/o Thomson & McKinnon Auchincloss 
Kohimeyer Inc. 
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Two Broadway 
New York, New York 10004 


(812-3800) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS 
OF SECTION 14(a) OF THE ACT AND RULES 19b-1 
AND 22c-1 UNDER THE ACT 


On August 14, 1975, a notice was issued (Investment 
Company Act Release No. 8891) of an application filed 
on April 18, 1975, by National Municipal Trust, First 
Insured Discount Series and Subsequent Series (‘“Appli- 
cant’’), a unit investment trust registered under the In- 
vestment Company Act of 1940 (“Act”), pursuant to 
Section 6(c) of the Act for an order exempting Appli- 
cant from the provisions of Section 14(a) of the Act 
and Rules 19b-1 and 22c-1 under the Act. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that the 
granting of the requested exemptions is appropriate in 
the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions 
of Section 14(a) of the Act and Rules 19b-1 and 22c-1 
under the Act, to the extent requested, be, and hereby 
is, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated auth- 
ority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8934/September 15, 1975 


In the Matter of 


MASSACHUSETTS MUTAL LIFE INSURANCE 
COMPANY 


and 


MASSMUTUAL INCOME INVESTORS, INC. 


—_— 
-_™ 



































1295 State Street 


\ Springfield, Massachusetts 01111 


a 


(812-3847) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 17(d) OF THE ACT AND 
RULE 17d-1 THEREUNDER AND PURSUANT TO 
SECTION 17(b) OF THE ACT 


NOTICE IS HEREBY GIVEN that Massachusetts Mutual 
Life Insurance Company (the “Insurance Company”), 
and MassMutual Income Investors Inc. (the “Fund”’), a 
diversified, closed-end management investment company 
registered under the Investment Company Act of 1940 
(“Act”), (hereinafter collectively referred to as ‘“Appli- 
cants”’), have filed an application on August 7, 1975 
pursuant to Section 17(d) of the Act and Rule 17d-1 
thereunder for an order of the Commission permitting 
Applicants to participate jointly in a direct placement 
purchase of new issues of 10 5/8% Notes for terms of 

18 years and 23 years (in the aggregate referred to as 

the “Notes” with the 18-year notes referred to as the 
“1993 Notes” and the 23-year notes referred to as the 
“1998 Notes”) of Sohio/BP Trans Alaska Pipeline 
Finance Inc. (“Finance”), or, in the event the Insur- 
ance Company purchases the Notes before the issuance 
of such order, for an order pursuant to Section 17(b) 

of the Act exempting from the provisions of Section 
17(a) of the Act the sale by the Insurance Company 


\ of $3,000,000 principal amount of the Notes to the 


Fund. All interested persons are referred to the appli- 
cation on file with the Commission for a statement of 
the representations contained therein, which are sum- 
marized below. 


Applicants expect that the total amount of the Notes 
to be issued will be between $1,500,000,000 and 
$2,000,000,000 in principal amount and the Insur- 
ance Company has been offered $40,000,000 of such 
principal amount. The Insurance Company understands 
that Finance is willing to sell a portion of the Notes to 
the Fund and, as the adviser for the Fund, the Insur- 
ance Company believes that the Notes would be an at- 
tractive investment for the Fund. Applicants would like 
to invest concurrently in these securities. If the Fund 

is permitted to purchase the Notes, the Insurance Com- 
pany intends to acquire $37,000,000 in principal amount 
of the Notes, composed of $15,000,000 of the 1933 
Notes and $22,000,000 of the 1998 Notes, and the 
Fund would acquire $3,000,000 in principal amount 

of the Notes, composed of $1,500,000 each of the 
1933 Notes and the 1998 Notes. The purchase by the 
fund of $3,000,000 in principal amount of the Notes 
has been approved by the unanimous written consent 
of the six members of the Executive Committee of 

the Board of Directors of the Fund, and such Execu- 
tive Committee includes all the ““non-interested”’ di- 
rectors on the Board of the Fund. 


Section 2(a)(3) of the Act includes within the defini- 
tion of the term “affiliated person” of an investment 
company the investment adviser to the investment 

company. Therefore, as the investment adviser to the 






Fund, the Insurance Company is an affiliated person 
of the Fund. 


Rule 17d-1 adopted by the Commission under Section 
17(d) of the Act provides that “no affiliated person of 
--- any registered investment company ... acting as prin- 
cipal, shall participate in, or effect any transaction in 
connection with, any joint enterprise or other joint 
arrangement or profit sharing plan in which such regis- 
tered company ... is a participant, and which is entered 
into, adopted or modified subsequent to the effective 
date of this rule, unless an application regarding such 
joint enterprise, arrangement or profit sharing plan 

has been filed with the Commission and has been grant- 
ed by an order entered ... prior to such adoption or mod- 
ification.” It also provides that in passing upon such ap- 
plication the Commission will consider whether the par- 
ticipation of such registered or controlled company in 
such joint enterprise, joint arrangement, or profit shar- 
ing plan on the basis proposed is consistent with the 
provisions, policies, and purposes of the Act and the 
extent to which such participation is on a basis differ- 
ent from, or less advantageous than, that of other par- 
ticipants. Accordingly, Applicants have applied for an 
order of the Commission pursuant to Section 17(d) of 
the Act and Rule 17d-1 thereunder permitting the ac- 
quisition by the Insurance Company of $37,000,000 

in principal amount of the Notes and the acquisition 

by the Fund of $3,000,000 in principal amount of the 
Notes. 


The Insurance Company asserts that an unequal divi- 
sion of the $40,000,000 principal amount of the Notes 
to be acquired as between the Fund and the Insurance 
Company is appropriate in view of the investment poli- 
cies of the Fund which restrict the Fund's ability to 
invest in securities other than high grade interest-bear- 
ing debt securities or cash equivalents. The Fund is 
permitted to invest no more than 25% of its total 
assets, at present approximately $31,000,000, in se- 
curities other than those noted above and, further- 
more, is permitted to invest no more than 10% of its 
total assets, at present approximately $12,500,000, 

in restricted securities of the type represented by the 
Notes. For example, an investment by the Fund in 
one-half the principal amount of the Notes offered 

to the Insurance Company, i.e., $20,000,000, would 
represent 65% of the amount which the Fund can 
invest in securities other than high grade interest-bear- 
ing debt securities, and would exceed by $7,500,000 
the amount permitted to be invested in restricted se- 
curities. In addition, the Fund may not (with certain 
exceptions not applicable to the proposed purchase 
of the Notes) invest more than 5% of the value of its 
total assets in the securities of any one issuer. Thus, 
the maximum investment the Fund could make in 

the Notes at this time would be approximately 
$6,250,000. The Insurance Company deems it inad- 
visable for the Fund to invest such percentages in 

one debt security in view of the legal restrictions on 
marketability of the Notes and the investment poli- 
cies of the Fund. Applicants submit that to make 
available to the Fund the opportunity to invest 
$3,000,000 in principal amount of the Notes is in 

the best interest of shareholders of the Fund. 
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In the event the requested order is not issued before 
the issuance of the Notes, the Insurance Company 
proposes to acquire the entire $40,000,000 principal 
amount of the Notes, subject to the obligation to 
transfer $3,000,000 of such amount to the Fund at 
cost plus accrued interest should an order of the Com- 
mission permitting such transaction issue within three 
months of such acquisition. Applicants seek an exemp- 
tion pursuant to Section 17(b) of the Act permitting 
the sale by the Insurance Company to the Fund of 
$3,000,000 principal amount of the Notes in the event 
the requested .order pursuant to Section 17(d) of the 
Act and Rule 17d-1 thereunder is not granted before 
the acquisition of the Notes by the Insurance Com- 
pany. !f no order of exemption is recieved, the $40,- 
900,000 principal amount of the Notes will be re- 
tained for investment by the Insurance Company. 


Section 17(a) of the Act, in pertinent part, provides 
that it is unlawful for any affiliated person of a regis- 
tered investment company knowingly to sell or pur- 
chase from such registered investment company any 
security or other property except securities;of which 
the investment company is the issuer. Pursuant to 
Section 17(b) of the Act, the Commission, upon ap- 
plication, may grant an exemption from such prohi- 
bition after finding that the terms of the proposed 
transaction are fair and reasonable and do not involve 
overreaching on the part of any person concerned 
and that the proposed transaction is consistent with 
the policy of each registered investment company 
concerned and the general purposes of the Act. 


Applicants state that the terms of the proposed trans- 
fer of the $3,000,000 in principal amount of the 
Notes from the Insurance Company to the Fund are 
reasonable and fair and free from overreaching. The 
consideration to be paid by the Fund for the Notes 
would equal the price paid by the Insurance Company 
for the Notes plus accrued interest. Applicants submit 
that the proposed transaction is consistent with the 
policy of the Fund as recited in its registration state- 
ment and that the proposed transaction is consistent 
with the general purposes of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 7, 1975, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason for 
such request, and the issues, if any, of fact or law pro- 
posed to be controverted, or he may request that he 
be notified if the Commission should order a hearing 
thereon. Any such communication should be address- 
ed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request 
shall be served personally or by mail (air mail if the 
person being served is located more than 500 miles 
from the point of mailing) upon Applicants at the 
address stated above. Proof of such service (by affi- 
davit, or in the case of an attorney at law, by certifi- 
cate) shall be filed contemporaneously with the re- 
quest. As provided by Rule 0-5 of the Rules and Re- 
gulations promulgated under the Act, an order dis- 
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posing of the application will be issued as of course 
following October 7, 1975, unless the Commission there- 
after orders a hearing upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing or ad- 
vice as to whether a hearing is ordered, will receive notice 
of further developments in this matter, including the date 
of the hearing (if ordered) and any postponements there- 
of. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8935/September 15, 1975 


In the Matter of 


PENNSYLVANIA INSURED MUNICIPAL BOND 
TRUST, First Series (and Subsequent Series) 


BUTCHER & SINGER 
1500 Walnut Street 
Philadelphia, Pennsylvania 19102 


ELKINS, STROUD, SUPLEE & CO. 
1700 Market Street 
Philadelphia, Pennsylvania 19102 


(812-3845) 


ORDER PURSUANT TO SECTION 6(c) OF THE 

ACT GRANTING EXEMPTION FROM THE PRO- 
VISIONS OF SECTION 14(a) OF THE ACT AND 

RULES 19b-1 AND 22c-1 UNDER THE ACT 


On August 26, 1975 a notice was issued (Investment 
Company Act Release No. 8903) of an application 
filed on August 1, 1975, by Pennsylvania Insured 
Municipal Bond Trust, First Series (and Subsequent 
Series) (“Trust”), a unit investment trust registered 
under the Investment Company Act of 1940 (“Act’’), 
and by Trust's sponsors, Butcher & Singer, and Elkins, 
Stroud, Suplee & Co. (collectively ““Applicants”’), 
pursuant to Section 6(c) of the Act for an order ex- 
empting Applicants from the provisions of Section 
14(a) of the Act and Rules 19b-1 and 22c-1 under 
the Act. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 

of the application would be issued as of course unless 
a hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 
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On September 5, 1975 Applicants filed an amendment 
to the application, which added Hornblower & Weeks- 
Hemphill, Noyes, Inc. (““Hornblower’’) as an underwriter 
in addition to the Trust’s sponsors, and which increased 
the aggregate principal amount of the first series from 
$8,500,000 to $10,000,000. The number of units to be 
offered to the public will be increased from 8500 to 
10,000. Hornblower has agreed to comply with various 
undertakings set forth in the original application. 


The matter has been considered, and it is found that 

the granting of the requested exemptions is appropriate 
in the public interest and consistent with the protection 
of investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions 
of Section 14(a) of the Act and Rules 19b-1 and 22c-1 
under the Act, to the extent requested, be, and hereby 
is, granted, effective forthwith. 


For the Commission, by the Division of Investment 


Management Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8936/September 16, 1975 


In the Matter of 


LUTHERAN BROTHERHOOD FUND, INC. 

LUTHERAN BROTHERHOOD INCOME FUND, INC. 

LUTHERAN BROTHERHOOD U. S. GOVERNMENT 
SECURITIES FUND, INC. 

421 Seventh Avenue 

Pittsburgh, Pennsylvania 15219 


and 


LUTHERAN BROTHERHOOD SECURITIES CORP. 
701 Second Avenue South 
Minneapolis, Minnesota 55402 


(812-3843) 


ORDER PURSUANT TO SECTION 11(a) OF THE ACT 
TO PERMIT AN OFFER OF EXCHANGE AND SEC- 
TION 6(c) TO PROVIDE AN EXEMPTION FROM SEC- 
TION 22(d) OF THE ACT AND RULE 22d-1 THERE- 
UNDER 


Lutheran Brotherhood Fund, Inc. (“Stock Fund”), 

Lutheran Brotherhood Income Fund, Inc. (“Income 
Fund”), and Lutheran Brotherhood U. S. Government 
Securities Fund, Inc. (“Government Fund”), each of 





which is registered with the Commission as an open-end, 
diversified, management investment company under 

the Investment Company Act of 1940 (“Act’’), and 
Lutheran Brotherhood Securities Corp. [collectively 
referred to with the funds (“Funds”) as “Applicants”, 
have filed an application on July 28, 1975, for an 

order of the Commission pursuant to: 


(i) Section 11(a) of the Act to permit Government 
Fund to offer to exchange its shares for shares of 
Stock Fund or Income Fund on a basis other than 
the relative net asset values of the Fund shares in- 
volved at the time of the exchange; and 


(ii) Section 6(c) of the Act to exempt Applicants 
from the provisions of Section 22(d) of the Act and 
Rule 22d-1 thereundér in connection with such ex- 
change. 


On August 20, 1975, a notice (Investment Company 
Act Release No. 8892) was issued of the filing of said 
application. The notice gave interested persons an op- 
portunity to request a hearing and stated that an order 
disposing of the application would be issued as of 
course unless a hearing should be ordered. No request 
for a hearing has been filed and the Commission has 
not ordered a hearing. 


The matter has been considered and it is found that the 
granting of the application is appropriate and in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. 


IT IS ORDERED, pursuant to Section 11(a) of the 
Act, that the proposed exchange offer be, and hereby 
is approved, and 


IT IS FURTHER ORDERED, pursuant to Section 6(c) 
of the Act, that the application for exemption from 
Section 22(d) of the Act and Rule 22d-1 thereunder, 
to the extent requested, be and hereby is granted, 
effective forthwith. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated auth- 
ority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8937/September 16, 1975 


See Securities Exchange Act of 1934 Release No. 11660/ 
September 16, 1975. 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 8938/September 17, 1975 


In the Matter of 


SHASTA FUND, INC. 
320 Main Street 
Farmington, Connecticut 06032 


(811-2067) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THE ACT FOR AN ORDER 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Shasta Fund, Inc. 
(“Applicant”), registered under the Investment Com- 
pany Act of 1940 (“Act”) as an open-end, non-diver- 
sified management investment company, filed an appli- 
cation on August 8, 1975, pursuant to Section 8(f) of 
the Act for an order of the Commission declaring that 
Applicant has ceased to be an investment company as 
defined in the Act. All interested persons are referred 
to the application on file with the Commission for a 
statement of the representations therein, which are 
summarized below. 


Applicant, a Delaware corporation, registered under 
the Act by filing its Notification of Registration on 
Form N-8A on June 1, 1970. Thereafter, it filed a 
Registration Statement under the Act on Form N- 
8B-1 and a Registration Statement under the Securi- 
ties Act of 1933 on Form S-5. Applicant's Registra- 
tion Statement under the Securities Act of 1933 be- 
came effective on January 6, 1971 and shares of Ap- 
plicant were publicly offered at that time. 


In April, 1973 Applicant ceased offering its shares 
to the public. No public offering of Applicant's se- 
curities is now being made and no such offering is 
presently proposed for the future. As of June 30, 
1975 Applicant had only 32 stockholders and net 
assets of $894.00. 


Section 3(c)(1) of the Act excepts from the definition 
of an investment company any issuer whose outstand- 
ing securities are beneficially owned by not more 
than one hundred persons and which is not making 
and does not propose to make a public offering of its 
securities. 


Section 8(f) of the Act provides, in pertinent part, 

that when the Commission, upon application, finds that 
a registered investment company has ceased to be an 
investment company, it shall so declare by order, and 
upon the taking effect of such order the registration of 
such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than October 8, 1975 at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such request, 
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and the issues, if any, of fact or law proposed to be 
controverted, or he may request that he be notified 

if the Commission shall order a hearing thereon. Any 
such communication shall be addressed: Secretary, 
Securities and Exchange Commission, Washington, 

D. C. 20549. A copy of such request shall be served 
personally or by mail (air mail if the person being 
served is located more than 500 miles from the point 
of mailing) upon Applicant at the address stated 
above. Proof of such service (by affidavit, or in case 

of an attorney at law, by certificate) shall be filed 
contemporaneously with the request. As provided 

by Rule 0-5 of the Rules and Regulations promul- 
gated under the Act, an order disposing of the appli- 
cation will be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated auth- 
ority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8939/September 17, 1975 


In the Matter of 


EQUITY PROGRESS FUND, INC. 
2777 Allen Parkway 
Houston, Texas 77019 


(811-2498) 


NOTICE OF FILING OF APPLICATION PURSUANT 
TO SECTION 8(f) OF THE ACT FOR ORDER DE- 
CLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Equity Progress 
Fund, Inc. (““Applicant’’), an open-end, diversified, 
management investment company registered under 
the Investment Company Act of 1940 (“Act’’), filed 
an application on August 13, 1975 for an order of 
the Commission declaring that Applicant has ceased 
to be an investment company as defined in the Act. 
All interested persons are referred to the application 
on file with the Commission for a statement of the 
representations contained therein, which are sum- 
marized below. 


On August 1, 1975, pursuant to a Plan and Articles 




















of Merger, Applicant was merged with and into Equity 
Growth Fund of America, Inc. (“Growth”), also an 
open-end, diversified management investment company 
registered under the Act. All of the outstanding shares 
of capital stock of the Applicant were converted into a 
proportionate number of shares of Growth, and the 
separate existence of Progress was terminated by opera- 
tion of law. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission upon application, finds that a 
registered investment company has ceased to be an in- 
vestment company, it shall so declare by order and, 

the effectiveness of such order, the registration of such 
company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than October 13, 1975, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on this matter accompanied by a statement 
as to the nature of his interest, the reason for such re- 
quest, and the issues of fact or law proposed to be con- 
troverted, or he may request that he be notified if the 
Commission shall order a hearing thereon. Any such 
communication should be addressed: Secretary, Se- 
curities and Exchange Commission, Washington, D. C. 
20549. A copy of such request shall be served person- 
ally or by mail (air mail if the person being served is 
located more than 500 miles from the point of mail- 
ing) upon Applicant at the address set forth above. 
Proof of such service (by affidavit or, in case of an 

— attorney at law, by certificate) shall be filed contem- 
poraneously with the request. As provided by Rule 0-5 
of the Rules and Regulations promulgated under the 
Act, an order disposing of the application will be issued 
as of course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated auth- 
ority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8940/September 18, 1975 


In the Matter of 


LUTHERAN BROTHERHOOD FUND, INC. 

LUTHERAN BROTHERHOOD INCOME FUND, INC. 

LUTHERAN BROTHERHOOD U. S. GOVERNMENT 
SECURITIES FUND, INC. 





421 Seventh Avenue 
Pittsburgh, Pennsylvania 15219 


and 


LUTHERAN BROTHERHOOD SECURITIES CORP. 
701 Second Avenue South 
Minneapolis, Minnesota 55402 


(812-3806) 


NOTICE OF AN APPLICATION PURSUANT TO SEC- 
TION 6(c) OF THE ACT FOR AN ORDER OF EX- 
EMPTION FROM THE PROVISIONS OF SECTION 
22(d) OF THE ACT 


NOTICE IS HEREBY GIVEN that Lutheran Brother- 
hood Fund, Inc., Lutheran Brotherhood Income Fund, 
Inc., Lutheran Brotherhood U. S. Government Securi- 
ties Fund, Inc. (collectively referred to as “Funds’’), 
each of which is a diversified, open-end, management 
investment company registered under the Investment 
Company Act of 1940 (the “Act’’), and Lutheran 
Brotherhood Securities Corp., principal underwriter 
for the Funds (collectively referred to with the Funds 
as ““Applicants”’), have filed an application pursuant 
to Section 6(c) of the Act for an order by the Com- 
mission which would exempt Applicants from the 
provisions of Section 22(d) of the Act and the rules 
and regulations thereunder to the extent necessary 

to permit the reduction of sales loads where certain 
proceeds of certain insurance products are used to 
purchase shares of the Funds under described circum- 
stances. All interested persons are referred to the 
application on file with the Commission for a state- 
ment of the facts and representations therein, which 
are summarized below. 


Lutheran Brotherhood is a fraternal benefit insurance 
society offering life insurance and annuity contracts 
exclusively to Lutherans and individuals affiliated with 
Lutheran Church organizations. 


Lutheran Brotherhood Securities Corp., acts as prin- 
cipal underwriter for sale of the Funds’ shares to those 
persons qualified under the Fund's prospectuses. Lu- 
theran Brotherhood owns 51% of the outstanding 
shares of Lutheran Brotherhood Securities Corp. and 
Federated Investors, Inc. of Pittsburgh, Pennsylvania, 
owns 49%. Shares of each Fund are offered to the 
public at a price based on net asset value plus a sales 
charge that varies with the quantity of securities pur- 
chased. The current sales charge is as follows: 


Sales Charge as 

Percentage of 
Amount Invested Offering Price 
Less than $10,000 8%% 
$10,000 but less than $25,000 T%% 
$25,000 but less than $50,000 6% 
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Sales Charge as 


Percentage of 
Amount Invested Offering Price 
$50,000 but less than $100,900 4% 


$100,000 but less than $250,000 2% 
$250,000 but less than $500,900 1% 
$500,000 or more %% 


Applicants request an exemption from Section 22(d) of 
the Act and the rules and regulations thereunder to per- 
mit the application of all or any portion of the monies 
derived from death claims and matured endowments of 
life insurance and annuity contracts issued by Lutheran 
Brotherhood, and of lump sum cash options available 
to beneficiaries of Lutheran Brotherhood, and of lump 
sum cash options available to beneficiaries of Lutheran 
Brotherhood insurance and annuity contracts, to the 
purchase of shares of the Funds, individually or a com- 
bination thereof, within the first 90 days after the date 
of a check issued in payment of such insurance proceeds, 
at a reduced sales charge that would be one-half the 
sales charge otherwise applicable. 


Applicants assert that the selling effort and expenses 
involved in sales of this type will be less than those en- 
tailed in making an initial sale of such shares, and that 
one-nalf the normal sales charge appropriately reflects 
the selling efforts and expense involved. In addition, 
Applicants assert that premiums paid on such contracts 
include a sales expense component which in most cases 
will have been larger than the sales charge applicable to 
purchases of shares of the Funds. 


Section 22(d) provides, in part, that no registered invest- 
ment company shall sell any redeemable security issued 
by it to any person except either to or through a princi- 
pal underwriter for distribution or at a current public 
offering price described in the prospectus, and, if such 
class of security is being currently offered to the public 
by or through an underwriter, no principal underwriter 
of such security and no dealer shall sell any such secur- 
ity to any person except a dealer, a principal under- 
writer, or the issuer, except at a current public offering 
price described in the prospectus. 


Section 6(c) provides that the Commission, by rules 
and regulations upon its own motion, or by order upon 
application, may conditionally or unconditionally ex- 
empt any person, security, or transaction, or any class 
or classes of persons, securities, or transaction, or any 
class or classes of persons, securities, or transactions, 
from any provision or provisions of this Act or any 
rule or regulation thereunder, if and to the extent that 
such exemption is necessary or appropriate in the pub- 
lic interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy 
and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
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person may, not later than October 14, 1975, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a statement 
as to the nature of his interest, the reason for such re- 
quest, and the issues, if any, of fact or law proposed to 
be controverted, or he may request that he be notified 

if the Commission shall order a hearing thereon. Any 
such communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D. C. 
20549. A copy of such request shall be served personally 
or by mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) upon ap- 
plicant at the address stated above. Proof of such service 
(by affidavit, or in the case of an attorney at law, by cer- 
tificate) shall be filed contemporaneously with the re- 
quest. As provided by Rule 0-5 of the Rules and Regula- 
tions promulgated under the Act, an order disposing of 
the application herein will be issued as of course follow- 
ing said date unless the Commission thereafter orders a 
hearing upon request or upon the Commission’s own 
motion. Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive notice of fur- 
ther developments in the matter, including the date of 
the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management Regulation pursuant to delegated auth- 
ority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8941/September 18, 1975 


In the Matter of 


AMERICAN VARIABLE ANNUITY LIFE 
ASSURANCE COMPANY 

THE A.V.A. QUALIFIED INCOME FUND 

AMERICAN VARIABLE ANNUITY FUND 


and 


SMA EQUITIES, INC. 
440 Lincoln Street 
Worcester, Massachusetts 01605 


(812-3829) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANTS FROM SECTIONS 27(a)(3) 
AND 27(c)(2) OF THE ACT AND RULE 27a-2 THERE- 
UNDER 







American Variable Annuity Life Assurance Company 








olly owned by State Mutual Life Assurance Company 
of America (“State Mutual’’), and The A.V.A. Income 
Fund (“Income Fund”), and American Variable Annuity 
Fund (“AVA Fund”), both separate accounts of the Com- 
pany registered under the Investment Company Act of 
1940 (“Act’’) as open-end management investment com- 
panies (the Income Fund and AVA Fund collectively re- 
ferred to as ““Funds”), and SMA Equities, Inc. (“SMAE”), 
the principal underwriter for the Funds, (collectively re- 
ferred to as ““Applicants’’) filed an application on July 11, 
1975, and an amendment thereto on August 13, 1975, 
pursuant to Section 6(c) of the Act for an order of ex- 
emption from Sections 27(a)(3) and 27(c)(2) of the Act 
and Rule 27a-2 thereunder. 


Porcty cwnes a Delaware stock life insurance company, 


On August 20, 1975, a notice was issued of the filing of 
said application (Investment Company Act Release No. 
$896). The notice gave interested persons an opportunity 
to request a hearing and stated that an order disposing of 
the application might be issued upon the basis of the in- 
formation stated therein unless a hearing should be order- 
ed. No request for a hearing has been filed, and the Com- 
mission has not ordered a hearing. 


The matter has been considered, and it has been found 
that the granting of the requested order and exemptions 
are appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly intend- 
ed by the policy and provisions of the Act. Accordingly, 


e. IS ORDERED, pursuant to Section 6(c) of the Act, 
that Applicants be, and they hereby are, exempted from 
the provisions of Section 27(a)(3) and Rule 27a-2 there- 
under to the extent necessary to permit reductions, where 
amounts payable under insurance policies or annuities 
written by State Mutual or under insurance policies 
written by the Company are applied to payments, in 
the sales and administrative charges imposed on the 
purchase payment under a single payment contract 
or as the initial payment under an elective payment 
contract as set forth in the application and the amend- 
ment thereto, and 


IT iS FURTHER ORDERED, pursuant to Section 6(c) 
of the Act, that Applicants (other than AVA Fund), 

be, and they hereby are, exempted from the provisions 
of Section 27(c)(2) of the Act to permit the sale of 
variable annuity contracts without depositing the net 
proceeds of payments thereunder with a qualified bank 
subject to the following conditions to which Applicants 
have consented: 


(1) that charges to variable annuity contract owners 
for administrative services shall not exceed such reason- 
able amounts as the Commission shall prescribe, juris- 
diction being reserved for such purpose, and 


(2) that the payments of sums and charges out of the 
assets of the Income Fund shall not be deemed to be ex- 


| ) empted from regulation by the Commission by reason of 


the requested order, provided that Applicants’ consent 

to this condition shall not be deemed to be a concession 
to the Commission of authority to regulate the payments 
of sums and charges out of such assets other than charges 


for administrative services, and Applicants reserve 
the right in any proceeding before the Commission 
or in any suit or action in any court to assert that 
the Commission has no authority to regulate the 
payments of such other sums or charges. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated auth- 
ority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 8942/September 18, 1975 


In the Matter of 


AMERICAN VARIABLE ANNUITY LIFE 
ASSURANCE COMPANY 

THE A.V.A. INCOME FUND 

AMERICAN VARIABLE ANNUITY FUND 


and 


SMA EQUITIES, INC. 
440 Lincoln Street 
Worcester, Massachusetts 01605 


(812-3838) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING APPLICANTS FROM SECTIONS 27(a) 
(3) AND 27(c)(2) OF THE ACT AND RULE 27a-2 
THEREUNDER 


American Variable Annuity Life Assurance Company 
(“Company”); a Delaware stock life insurance com- 
pany, wholly owned by State Mutual Life Assurance 
Company of America (“State Mutual“), and the A.V.A. 
Qualified Income Fund (“income Fund”) and American 
Variable Annuity Fund (“AVA Fund”), both separate 
accounts of the Company registered under the Invest- 
ment Company Act of 1940 (“Act”) as open-end man- 
agement investment companies (the Income Fund and 
AVA Fund collectively referred to as Funds”), and 
SMA Equities, Inc. (“SMAE”), the principal under- 
writer for the Funds, (collectively referred to as “Appli- 
cants’’) filed an application on July 1, 1975, and an 
amendment thereto on August 13, 1975, pursuant to 
Section 6(c) of the Act for an order of exemption 

from Sections 27(a)(3) and 27(c)(2) of the Act and 
Rule 27a-2 thereunder. 


On August 20, 1975, a notice was issued of the filing 
of said application (Investment Company Act Release 
No. 8895). The notice gave interested persons an op- 
portunity to request a hearing and stated that an order 
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disposing of the application might be issued upon the 
basis of the information stated therein unless a hearing 
should be ordered. No request for a hearing has been 
filed, and the Commission has not ordered a hearing. 


The matter has been considered, and it has been found 
that the granting of the requested order and exemp- 
tions are appropriate in the public interest and consis- 
tent with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. Accordingly, 


IT iS ORDERED, pursuant to Section 6(c) of the Act, 
that Applicants be, and they hereby are, exempted 
from the provisions of Section 27(a)(3) and Rule 27a-2 
thereunder to the extent necessary to permit reduc- 
tions, where amounts payable under insurance policies 
or annuities written by State Mutual or under insur- 
ance policies written by the Company are applied to 
payments, in the sales and administrative charges im- 
posed on the purchase payment under a single pay- 
ment contract or as the initial payment under an 
elective payment contract as set forth in the applica- 
tion and the amendment thereto, and 


IT iS FURTHER ORDERED, pursuant to Section 
6(c) of the Act, that Applicants (other than AVA 
Fund) be, and they hereby are, exempted from the 
provisions of Section 27(c)(2) of the Act to permit 
the sale of variable annuity contracts without deposit- 
ing the net proceeds of payments thereunder with a 
qualified bank subject to the following conditions to 
which Applicants have consented: 


(1) that charges to variable annuity contract owners 
for administrative services shall not exceed such rea- 
sonable amounts as the Commission shall prescribe, 
jurisdiction being reserved for such purpose, and 


(2) that the payments of sums and charges out of 
the assets of the Income Fund shall not be deemed 
to be exempted from regulation by the Commission 
by reason of the requested order, provided that Ap- 
plicants’ consent to this condition shall not be deem- 
ed to be a concession to the Commission of author- 
ity to regulate the payments of sums and charges out 
of such assets other than charges for administrative 
services, and Applicants reserve the right in any pro- 
ceeding before the Commission or in any suit or ac- 
tion in any court to assert that the Commission has 
no authority to regulate the payments of such other 
sums or charges. 


For the Commission, by the Division of Investment 
Management Regulation, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 
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LITIGATION 





Litigation Release No. 7081/September 12, 1975 


STATE OF UTAH v. JACK FACER 
(Salt Lake County, State of Utah) 


Vernon B. Romney, Attorney General for the State of 
Utah and Robert H. Davenport, Regional Administrator 
of the Denver Regional Office of the Securities and Ex- 
change Commission, announced that recently a jury for 
Salt Lake County, State of Utah after trial, convicted 
Jack Facer of Salt Lake City, Utah and Las Vegas, Ne- 
vada on one count of violating the antifraud provisions 
of the Utah Uniform Security Code in connection with 
the securities of Great Northern, Inc. 


The investigation leading to the indictment and convic- 
tion of Mr. Facer was conducted by both the Office of 


the Attorney General for the State of Utah and the Den- 


ver Regional Office of the Commission. 





Litigation Release No. 7082/September 12, 1975 


STATE OF TEXAS v. IRVIN D. KAPLAN 
(State District Court, Houston, Texas) 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange Com- 
mission, Roy W. Mouer, Commissioner of the Texas 
State Securities Board, and Carol S. Vance, Harris 
County District Attorney, jointed announced that 

on September 4, 1975, a Harris County grand jury 
returned nine indictments against Irvin D. Kaplan, 
Houston, Texas alleging violations of the Texas Se- 
curities Act involving his purchase of over $3,000,000 
worth of bonds from Houston area broker-dealers. 


The indictments charged that during the second week 
of April 1975 Kaplan issued personal checks for the 
purchase of bonds from the Houston offices of four 
New York headquartered brokerage firms, when Kap- 
lan knew there were insufficient funds on deposit to 
cover his personal checks. 


The indictments further allege that Kaplan intended 
to appropriate the bonds for his personal use and 
benefit. 


Investigations leading to the return of these indict- 
ments were jointly conducted by the staff of the Se- 
curities and Exchange Commission and the Texas 
State Securities Board. Previously, on August 19, 
1975, the Securities and Exchange Commission ob- 
tained an order of permanent injunction by consent 
against Kaplan from further violations of the anti- 






















" d provisions of the Securities Exchange Act of 
in connection with the purchase and sale of these 
_ bonds. 





Litigation Release No. 7083/September 12, 1975 


UNITED STATES OF AMERICA v. SANFORD DVORIN 
(N.D. Texas) 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange Commis- 
sion, and Frank D. McCown, United States Attorney for 
the Northern District of Texas, today announced that 
Federal District Judge William M. Taylor, Jr. at Dallas 

on August 25, 1975 found Sanford Dvorin, Dallas, guilty 
of criminal contempt following his plea of nolo conten- 
dere to one count of a criminal information. 


The information, which was filed on July 7, 1975, 
charged Dvorin with three counts of criminal contempt 
of an Order of Preliminary Injunction entered by Judge 
Taylor on February 21, 1974 which preliminarily en- 
joined Dvorin from violations of the registration and 
antifraud provisions of the federal securities laws. 


preliminary injunction had been entered in connec- 

with a civil injunctive action filed by the Commis- 
sion under the style SEC v. Olympic Petroleum Cor- 
poration, et al., {Civil Action No. CA3-74-48, N.D. 
Tex.) On September 2, 1975 Judge Taylor entered an 
order in the civil matter, permanently enjoining Dvorin 
from further violations of the above provisions. Dvorin 
consented to the order without admitting or denying 
the allegations of the complaint. 


The information charged that Dvorin, in wilful dis- 
obedience of the Court’s order of February 21, 1974, 
violated the securities registration and antifraud pro- 
visions of the federal securities laws in the offer and 
sale of fractional undivided working interests in oil 
and gas leases located in Young County, Texas issued 
by Independent Energy Corporation. 


Sentencing has been set by Judge Taylor for Septem- 
ber 12, 1975. 


For further information, see Litigation Release Nos. 
4756, 4766 and 6987. 





Litigation Release No. 7084/September 12, 1975 





( EC v. RUSSELL A. DOWNEY 
D. Ore., Civil Action No. 75-434) 






Jack H. Bookey, Administrator of the Seattle Regional 
Office of the Securities and Exchange Commission, 















announced that on July 7, 1975, Judge Robert C. 
Belloni signed a decree of permanent injunction 
against Russell A. Downey of Merced, California, 
enjoining him from further violations of Sections 
5(a), 5(c) and 17(a) of the Securities Act of 1933, 

as amended, and Section 10(b) of the Securities 
Exchange Act of 1934, as amended, and Rule 10b-5 
thereunder. The defendant by stipulation consented 
to the decree without admitting or denying the allega- 
tions of the Commission’s complaint, which provides 
in part for the establishment of a trust for the bene- 
fit of the investors involved, in which will be placed 
certain assets owned by him. The defendant will 
serve as the trustee of said trust; however, the stipu- 
lation and decree provides for the appointment of 

a monitor to supervise the management and/or liqui- 
dation of the trust. 


The Commission’s complaint, filed in the United 
States District Court for Oregon on May 9, 1975, 
alleged that the defendant offered and sold more 
than $6,000,000 of unregistered securities in the 
form of limited partnership interests and tenancies 
in common in real property. The properties invol- 
ved were located in southern Oregon and California, 
and interests were sold to approximately 580 people 
residing in 14 states and numerous foreign countries. 
The complaint further alleged that in making said 
sales, the defendant omitted to disclose certain ma- 
terial facts, among which were his markup or profit 
on his purchase and resale of said properties to in- 
vestors, the comingling of investor funds of various 
investor groups, and the fact that a market did not 
exist which would provide a ready resale of the pro- 
perties at the promised high rate of return. 





Litigation Release No. 7085/September 16, 1975 


UNITED STATES v. ROBERT ALDEN RHOADS, et al. 
(C.D. DA Crim. Action No. 75-738) 


William D. Keller, United States Attorney for the Cen- 
tral District of California, and Gerald E. Boltz, Region- 
al Administrator of the Los Angeles Regional Office 

of the Securities and Exchange Commission, announced 
that on September 2, 1975 Duane Smith Jense, age 30, 
of Salt Lake City, Utah, entered a plea of guilty in the 
United States District Court in Los Angeles, California 
to one count of conspiracy in the above named criminal 
action. Jensen and two other defendants had been in- 
dicted on May 13, 1975, by a Federal Grand Jury that 
had been investigating the demise of the Shamrock 
Fund, a mutual fund located in Westlake Village, Cali- 
fornia. 


The indictment alleged that the three defendants, 
namely, Jensen, the manager of the mutual fund and one 
other person violated the Investment Company Act of 
1940, the Securities Exchange Act of 1934 and the con- 
spiracy statute. 
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The indictment alleged that the violations occurred in 
January, 1972, when the Shamrock Fund purchased 
approximately 40,000 shares of stock of Hoffman 
Resources Corporation from Transamerican Securities, 

a securities broker in Salt Lake City, Utah, controlled 
by Jensen. The indictment further alleged that the 
shares purchased by the Fund had been purchased by 
Transamerican Securities on that same day from another 
defendant for $40,000 less and in turn, the mutual fund 
manager, the remaining defendant, received the bulk of 
that $40,000. 


Sentencing of Jensen was delayed until October 22, 
1975. 





Litigation Release No. 7086/September 16, 1975 
SEC v. SILENUS CORP. 


William D. Moran, Administrator of the New York Re- 
gional Office of the Securities and Exchange Commis- 
sion, today announced the filing of an injunctive com- 
plaint in the United States District Court for the South- 
ern District of New York on September 9, 1975 against 
Silenus Corp. (“Silenus’”) of New York, New York; 
Michael Burnett (“Burnett”) a/k/a Michael Raymond, 
of Miami, Florida, chairman and chief executive offi- 
cer of Silenus; Stanley Sinclair (“Sinclair”) of Fort 
Lee, New Jersey, former president of Silenus; Robert 
Johnstone (“Johnstone”) a/k/a Bobby Dell, of Miami, 
Florida, a director of Silenus; Max Bussard (‘“Bussard”) 
of Boca Raton, Florida, an independent accountant 
associated with Silenus; John R. Maher Associates 
(“JRM Assoc.”’) of New York, New York, a broker- 
dealer formerly registered with the Commission and 
John R. Maher (‘Maher’) of Larchmont, New York, 
formerly sole proprietor of JRM Assoc. The Commis- 
sion’s Complaint charges violations of the registration 
and antifraud provisions of the Securities Act of 1933 
(“Securities Act’) and the Securities Exchange Act 

of 1934 (“Exchange Act”) in connection with the 
offer, purchase and sale of the common stock of 
Silenus and also alleges violations of the over-the- 
counter regulations of the Exchange Act pursuant 

to Section 15(c)(2) and Rule 15c2-11 thereunder. 


The Complaint alleges that in connection with the 
offer and sale of Silenus stock, defendants Silenus, 
Burnett, Sinclair, Johnstone, Bussard, Maher and 
JRM Assoc. made false and misleading statements 
concerning: 


1. The common stock subscriptions of Silenus; 


2. The business operations of Silenus; 
3. The research progress of Silenus; 
4. The products of Silenus; and 
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5. The management and those in control of Silenus. 


The allegations of violations of the antifraud provisions 
also include the charge that the price of Silenus stock 
was artificially inflated from $1/8 per share in Septem- 


ber, 1973 to a price of $6-1/2 per share in January, 1974. 


On March 21, 1974, Silenus stock was suspended for a 
ten (10) day period by the Commission because mislead- 
ing reports had been issued to shareholders; there was a 
lack of current financial information; there was no inde- 
pendent transfer agent; and a question existed concern- 
ing the identity of controlling persons of Silenus. 


For additional information see Securities and Exchange 
Act Release No. 10699. 





Litigation Release No. 7087/September 17, 1975 


STATE OF GEORGIA v. HAROLD GOLDSTEIN, et al. 
(Superior Court of Fulton County, A-28088) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office of the Securities and Exchange Com- 
mission and Ben W. Fordsen, .Jr., Securities Commis- 
sioner for the State of Georgia, jointly announced the 
return of an indictment by the County Grand Jury for 
the State of Georgia, County of Fulton on August 22, 
1975, charging Harold Goldstein, Daniel Goldstein 
(a/k/a Niel Daniels and Neil Daniels), Roger Anderson, 
Donald McCoy, Steward Gorenstein, and Paul D. Le- 
vine (a/k/a Henry H. Harper), with violations of the 
Georgia Securities Act of 1973 in four counts. 


In substance, the indictment alleged that the defendants 
caused the formation of United States Bullion, Inc., 
United States Gold Corporation and Gold Lake Mining 
Corporation for the purose of selling securities relating 
to the sale of gold bullion and gold concentrate, in vio- 
lation of the registration provisions of the Georgia se- 
curities laws. The indictment further alleged that de- 
fendants, in the offer and sale of these securities, vio- 
lated the antifraud provisions of the Georgia securities 
laws by, among other things, failing to state that Gold 
Lake Mining Corporation, represented as the primary 
source of gold bullion, had only recently been formed, 
had never produced gold and had no mines or other 
properties producing gold concentrate or bullion. 


For further information, see Litigation Release Nos 
6871 and 6883. 






























itigation Release No. 7088/September 18, 1975 
Cv. TDA INDUSTRIES, INC., et al. 


William D. Moran, Regional Administrator of the New 
York Regional Office of the Securities and Exchange 

Commission, announced today that on September 16, 
1975, the Commission filed a Complaint in the United 
States District Court for the Southern District of New 


York seeking to enjoin (a) TDA Industries, Inc. (“TDA”), 


headquartered in New York City, Westcalind Corp. 
(“Westcalind”), also headquartered in New York City, 
and controlled by TDA, Douglas P. Fields (“Fields’’) 
President and Chairman of TDA, Frederick M. Fried- 
man (“Friedman”), Financial Vice-President, Secre- 
tary, and Treasurer of TDA, Peter S. Davis (“Davis”), 
a New York attorney whose law firm formerly served 
as TDA’s general counsel and who was formerly a direc- 
tor and officer of Westcalind, and Eric Berge (““Berge’’), 
Executive Vice-President and director of Westcalind, 
from further violations of Sections 13(a) and 14(a) 
of the Securities Exchange Act of 1934 (“Exchange 
Act") and Rules 13a-1, 13a-11, 14a-3 and 14a-9 
thereunder; (b) defendants Fields, Friedman, Davis, 
Serge, and Alan E. Sandberg (“Sandberg”), a former 
vice-president of TDA and a former director of West- 
calind and of TDA, from further violations of Section 
10(b) of the Exchange Act and Rule 10b-5 thereunder; 
(c) defendants Fields, Friedman, and Davis from further 
violations of Sections 5(a) and 5(c) of the Securities 
of 1933, and (d) defendants Fields and Friedman 

om further violations of Section 16(a) of the Ex- 
change Act and Rule 16a-1 thereunder. The Commis- 
sion is also seeking (1) the appointment of a receiver 
for TDA and for Westcalind, (2) the removal of de- 
fendants Fields, Friedman and Berge as officers and 
directors of TDA and Westcalind, (3) an order prohi- 
biting defendants Fields and Friedman from voting 
those shares of TDA and Westcalind which they own 
or over which they exercise control, and (4) an order 
directing defendants Fields, Friedman, Davis, and 
Sandberg to disgorge all sums of money or other 
property which the court finds to have been improper- 
ly obtained by them or by those acting in concert or 
participation with them. 


The Commission alleged that in 1971, in connection 
with the acquisition of another company, Fields, 
Friedman, and Berge caused a subsidiary of Westca- 
lind to pay a sham finder’s fee of $50,000 to a nominee 
selected by the defendants, of which $35,000 was kick- 
ed back to the defendant Friedman and the remaining 
$15,000 was equally divided among certain other per- 
sons associated with the nominee. In order to justify 
the payment of an unearned finder’s fee, it is alleged 
that Fields, Friedman and Berge devised a scheme 
whereby a “paper trial’ would be created. In this con- 
nection, a series of backdated letters were allegedly 
Prepared by Fields, Friedman and Berge for the pur- 
pose of documenting the business relationship between 
‘ pre and the nominee, thereby creating an aura 

f legitimacy in connection with the payment of the 
sham finder’s fee by Westcalind. 


Also in 1971, it is alleged that Fields, Friedman, and 









Davis arranged to purchase, through their nominee, a 
large block of TDA shares at a price substantially below 
the prevailing market and, immediately thereafter, ar- 
ranged for the sale of these shares through broker-dealers 
at a profit exceeding $400,000, of which $284,375 was 
to be remitted to Fields, Friedman and Davis, and the 
remaining sums of monies were to be equally divided 
among certain other persons associated with the nomi- 
nee. The Commission also alleged that in 1973, in con- 
nection with an acquisition by TDA, Fields and Fried- 
man caused a subsidiary of TDA to pay a sham finder’s 
fee of $100,000 to a nominee selected by the defend- 
ants, of which $70,000 was kicked back to the defendant 
Sandberg and $12,000 was kicked back to the defendant 
Friedman. 





Litigation Release No. 7089/September 18, 1975 


UNITED STATES v. ROBERT ALDEN RHOADS, et al. 
(C.D. CA Crim. Action No. 75-738) 


William D. Keller, United States Attorney for the Central 
District of California, and Gerald E. Boltz, Administrator 
of the Los Angeles Regional Office of the Securities and 
Exchange Commission, announced the return of guilty 
verdicts by a jury in the U. S. District Court at Los An- 
geles at the conclusion of a three week trial of John 
Coughlan, Sr. of Beverly Hills and Hunter Brooks Brash- 
ier of Woodland Hills, California, who were two of the 
three defendants named in an indictment that arose out 
of the fraudlent activities of the Shamrock Fund in late 
1971. This indictment was one of four indictments that 
had been handed down by a federal grand jury in May, 
1975 against a total of nine other persons, all of whom 
were alleged to have defrauded the Shamrock Fund, a 
mutual fund located in Westlake Village, California. 


Defendant Brashier was convicted on three counts charg- 
ing violations of the provisions of the Investment Com- 
pany Act of 1940 that prohibit self-dealing by an affili- 
ate of that investment company. Defendant Brashier 
was also convicted on one count of filing materially 
false income tax returns. Defendant Coughlan was con- 
victed on three counts charging violations of the provi- 
sions of the Investment Company Act of 1940 that pro- 
hibit self-dealing by an affiliate of that investment com- 
pany. In addition, both defendants, Brashier and Cough- 
lan, were convicted of one count of conspiracy to vio- 
tate the federal securities laws. 


According to the evidence adduced at the trial, Brashier 
was a private consultant who sold $122,000 worth of 
Advance Container Corporation stock to the Shamrock 
Fund in November, 1971. The evidence further showed 
that Coughlan, a security promoter, was a close friend 
of the principals of the management company of the 
Shamrock Fund and introduced Brashier to those per- 
sons. The evidence went on to show that Brashier kicked 
back $25,000 to Lincoln Management, the management 
company of the Fund in connection with Shamrock’s 
purchase of $122,000 worth of Advanced Container Cor- 
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poration. The remaining defendant in this action, Richard 
Alden Rhoads, Shamrock’s portfolio manager had earlier 
entered a guilty plea to one count of conspiracy and sup- 
plied testimony implicating Brashier and Coughlan. 


The Honorable David W. Williams, United States District 
Judge, who tried the case ordered the defendants, Brash- 
ier and Coughlan to appear for sentencing on October 20, 
1975. 








TRUST INDENTURE 





TRUST INDENTURE ACT OF 1939 
Release No. 407/September 18, 1975 


The Securities and Exchange Commission has issued a 
notice giving interested persons until October 10, 1975 
to request a hearing on an application by Tri-South 
Mortgage Investors (“Trust”), a Massachusetts Trust, 
pursuant to Section 310(b)(1)(ii) of the Trust Indenture 
Act of 1939 declaring that the trusteeship of United 
States Trust Company of New York under two inden- 
tures of the Trust is not so likely to involve a material 
conflict of interest or to make it necessary to disqualify 
United States Trust from acting as Trustee. 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 472/September 12, 1975 


ADOPTION OF NEW INSTRUCTION AND AMEND- 
MENT OF EXISTING INSTRUCTION TO FORM ADV 


Introduction 


The Securities and Exchange Commisson today announced 


the adoption of a new instruction to Form ADV and of a 
related amendment to Instruction 6 on the Instruction 
Sheet to Form ADV. 


Form ADV is used to apply for registration as an invest- 
ment adviser under the Investment Advisers Act of 1940. 
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The new instruction, in the form of a legend on the 
instruction sheet to the Form, serves to: 


(1) advise applicants that disclosure of social security 
numbers is no longer mandatory; and 


(2) make certain disclosures to applicants required by 
the Privacy Act of 1974 (P.L. 93-579). 


The amendment to Instruction 6 is intended to make 
that instruction consistent with the new instruction. 


Inasmuch as the new instruction and the amendment 
of existing instruction 6 to Form ADV will serve to 
make disclosures required by the Privacy Act of 1974 
and to relieve applicants from the present mandatory 
requirement to disclose social security numbers on 
Form ADV, the Commission finds that notice and pub- 
lic procedure and publication not less than 30 days 
prior to effectiveness, ordinarily required by the Ad- 
ministrative Procedure Act (5 U.S.C. 553), are unnec- 
essary. 


Statutory Authority 


The new instruction, and a minor addition to an exist- 
ing instruction made necessary thereby, are adopted, 
effective September 27, 1975, pursuant to Sections 
203(c), 204, and 211(a) of the Investment Advisers 
Act of 1940. 


Text of the New Instruction and Addition to Existing 
Instruction 


The following new instruction will appear in the form 
of a new unnumbered legend on the Form ADV in- 
struction sheet: 


UNDER SECTIONS 203(c), 204, AND 211(a) OF 
THE INVESTMENT ADVISERS ACT OF 1940 
AND THE RULES AND REGULATIONS THERE- 
UNDER, THE COMMISSION IS AUTHORIZED 
TO SOLICIT THE INFORMATION REQUIRED 
BY THIS FORM FROM APPLICANTS FOR RE- 
GISTRATION AS INVESTMENT ADVISERS. 
DISCLOSURE OF THE INFORMATION SPECI- 
FIED ON THIS FORM IS MANDATORY PRIOR 
TO PROCESSING OF SUCH APPLICATIONS, 
EXCEPT SOCIAL SECURITY NUMBERS, DIS- 
CLOSURE OF WHICH IS VOLUNTARY. THE 
INFORMATION WILL BE USED FOR THE PRIN- 
CIPAL PURPOSE OF DETERMINING WHETHER 
THE COMMISSION SHOULD GRANT OR DENY 
REGISTRATION TO AN APPLICANT. SOCIAL 
SECURITY NUMBERS, IF FURNISHED, WILL 
ASSIST THE COMMISSION IN IDENTIFYING 
APPLICANTS AND, THEREFORE, IN PROMPT- 
LY PROCESSING APPLICATIONS. INFORMA- 
TION SUPPLIED ON THIS FORM WILL BE IN- 
CLUDED ROUTINELY IN THE PUBLIC FILES 
OF THE COMMISSION AND WILL BE AVAIL- 
ABLE FOR INSPECTION BY ANY INTERESTED 
PERSON. 


In addition, the following underlined material is added to 
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existing Instruction 6 on the Form ADV Instruction 
pee: 


6. If Form ADV is being filed as an application 
for registration, all applicable items except social 
security numbers must be answered in full. If any 
“item” is not applicable, indicate by “none” or 
“N/A” as appropriate. Items requiring information 
relating to the business activities of applicant 
should be answered to disclose what such activities 
will be when registration becomes effective. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 473/September 16, 1975 


See Securities Exchange Act of 1934 Release No. 11660/ 
September 16, 1975. 




















SEC DOCKET/899 


UNITED STATES 
GOVERNMENT PRINTING OFFICE 


DIVISION OF PUBLIC DOCUMENTS 
WASHINGTON, D.C. 20402 


OFFICIAL BUSINESS 


FIRST CLASS MAIL 


POSTAGE AND FEES PAID 
U.S. GOVERNMENT PRINTING OFF 
375 





SECD DOCUNOOOD 618980 
DOCUMENTS DEPT 

KANSAS STATE UNIV LIBRARY 
MANHATTAN KS 66506 





FOR SALE BY THE SUPERINTENDENT OF DOCUMENTS, 
U.S. GOVERNMENT PRINTING OFFICE, WASHINGTON, D. C. 20402 
SUBSCRIPTION PRICE: $43.70A YEAR: 
$10.95 ADDITIONAL FOR FOREIGN MAILING 


THE PRINTING OF THIS PUBLICATION HAS BEEN APPROVED BY THE 
OFFICE OF MANAGEMENT AND BUDGET 
(JANUARY 1, 1974) 








